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The Real Basis 


of Correspondent Service 


The prompt and accurate handling of 
detail is the real basis of correspondent 
service. Such service is impossible without 
a background of experience with every 


phase of correspondent banking. 


Central Hanover has proved satisfactory 
as the New York correspondent of hun- 
dreds of the country’s leading banks. 
Many of these connections date back 


more than fifty years. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 
NEW YORK 


REPRESENTATIVES IN LONDON, PARIS, BERLIN AND BUENOS AIRES 


“NO SECURITIES FOR SALE” 
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-LETTERS- 


The New Business Interest 


Sirs: . Will you kindly forward us a dozen copies of the late 
issue Of your magazine (February) containing the article ““The 
Entire Staff Is Selling’ (By W. Irving Bullard, vice-president, 
Central Republic Bank and Trust Company, Chicago). 

Please send us your bill and we will remit promptly. 

E. V. Kern, Vice-president, 
Spokane and Eastern Trust Company, Spokane 





Sirs: I greatly enjoyed reading ‘““The Entire Staff Is Selling” 
by W. Irving Bullard in your February, 1932, number and would 
appreciate it if I might obtain a copy of April, 1931, containing an 
article (cited) “Loyalty Wins—a Savings Contest’? by the same 
author. 

We are starting a program for a business extension department 
and would appreciate any articles that you might have along this 
line of business endeavor. Any suggestions and information that 
you may afford us will be greatly appreciated. 

* Thanking you kindly for these favors, I am 
Pau. E. ZIMMERMANN, Vice-chairman, 
Oak Park Trust and Savings Bank, Oak Park, Illinois 





Sirs: I have read with a great deal of interest in your Feb- 
ruary, 1932, issue of The Burroughs Clearing House the article 
“The Entire Staff Is Selling” by W. Irving Bullard. I do not 
know whether you have individual reprints of any of these articles 
but if you have, I should like to get about forty. We have a new 
business staff among our employees and I know this article will be 
exceedingly helpful. 

G. FRED BERGER, Treasurer, 
Norristown-Penn Trust Company, Norristown, Pennsylvania 


ee 


Yn Counting the Cost (of Accounts) 


Strs: I have read with much interest several articles published 
in your monthly magazine and think that perhaps you may be 
nterested to know what we are doing here. 

I am enclosing a measured service schedule (““Measured Bank 
ervice,” a four-page leaflet over the signature of the Barnstable 
ounty National Bank of Hyannis, Massachusetts) and a little 
aflet (six pages, entitled “‘Explaining the Cost of the Checking 
.ccount and Measured Service Charge,” over the signatures of the 

ven banks of the Cape Cod Bankers Association) of an explana- 
ory nature which seems to have gone a long way toward satisfying 
he public that these charges are justified. 
R. H. Bopman, Vice-president, 
Barnstable County National Bank, Hyannis, Massachusetts 


Sirs: We would appreciate your kindness if you could send 
3a copy or copies of past issues of The Burroughs Clearing House 
ontaining articles concerning cost analysis of checking accounts. 

As you know, many commercial accounts carrying large 
valances are in reality an expense to the bank, on account of 
icollected items, volume of checks, etc. 

We are seeking additional information on this subject and will 

be grateful for any assistance you may be pleased to give. 
L. H. Lavatitey, Chief Bank Examiner, 

State of Vermont, Department of Banking and Insurance, 

Montpelier, Vermont 


Sirs: In one of the issues of The Burroughs Clearing House, 
possibly a year or more ago (August, 1930), there was a very 
interesting article entitled ‘“Ten (sixteen) Letters to Overdrafters” 
(by W. J. Kommers, vice-president, Old National Bank and Trust 
Company, Spokane), or something to that effect, dealing with the 
problems of overdrafts, and reproducing specimens of ten (sixteen) 
different forms of letters to be used according tothe merits of the 
individual case. Our copy of this particluar issue has been lost, 
and | was wondering if it would be possible to get a copy of that 
issue, or of the article referred to. 

Thanking you kindly, I am 

Stras H. Hess, Auditor, 
First National Bank and Trust Company, 


Waynesboro, Pennsylvania 
¢e¢ 


Lullaby 


Sirs: You will be interested to know that a state bank in 
epy Eye, Minnesota, has closed. 
ac, ive it credit for keeping open as long as it did with that 
Sleepy Eye” handicap. Cordially yours, 
C. B. Upnam, Chief, Banking Division, 
The United States Daily, Washington, D. C. 
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See Page 16 


Sirs: I am much interested in the current articles of Prof. 
King. He refers this month, February (in “Why Has the Price 
Level Fallen?’ by Willford I. King), to the particular definition of 
Prof. Fisher using a lake level illustration. It is good, of course, 
but there is a point not stressed—that a wave or wavelet, a ripple, 
a splash, always goes to the shore and thus measurably may effect 
all other disturbances. 

R. E. Boyer, Financial Agent, 


Creston, Iowa 
eee 


Yours in a Cause None Better 


Sirs: Copies of The Burroughs Clearing House have been 
handed me several times by members of the night class in banking 
which I instruct in the above chapter of the American Institute of 
Banking. There are more than 100 bankers in our four courses. 

In addition, I am head of the commercial department of the 
Senior High School. 

This background I give you with the hope I might be put on 
the mailing list of your publication which is so valuable in my day 
and evening classes as reference and source material. 

Hayes L. Person, 
American Institute of Banking, Lycoming County Chapter, 
Williamsport, Pennsylvania 
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WHEN THE WORLD 
OF BANKING 
LOOKS AT 
CLEVELAND 
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it surveys the key city of the Fourth Federal Reserve District 

. a center of industrial activity covering more than 200 groups of manu- 
facturing . . . a strategic distribution point tor merchandise of every description. 
It finds in Cleveland the Central United National Bank with financial con- 
tacts fully representative of Cleveland’s wide range of interests ... with 
complete modern facilities for prompt, competent handling of all corre- 


spondent responsibilities. 


CENTRAL UNITED 
\ NATIONAL BANK of Cleveland 


The Largest National Bank in Oh i o 
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“They Don’t Speak Our Language” 


HERE has been running in some 
To the metropolitan papers a 

comic strip, the closing picture 
of which usually finds the two charac- 
ters in conversation disgustedly saying, 
one to the other, “Oh, what’s the use, 
they don’t speak our language.” The 
logic of this has often had a direct 
applicability to the affairs of the 
banker and his customers. 

As good an example as I know of the 
public uncertainty about banking 
took place just after the first of the 
year. One of this country’s largest 
banks decided to do something it had 
never done before—send its state- 
ments to its savings depositors. Several 
thousands of these statements of condi- 
tion were put in the mail on January 
second, Saturday. Monday morning 
saw the savings withdrawal windows 
and the tellers were in- 
structed to find out why so many 
people were closing their accounts. 

“Why, I got that circular you mailed 
me,”’ was the typical answer. “It said 
‘at the close of business December 31,’ 
so | thought I’d better come to get my 
money if you’re closing the bank.” 
This, mind you, was in one of the 
largest, strongest institutions in the 
United States! Needless to say, the 
rest of the savings depositors did not 
receive statements. 

This incident is almost incompre- 
hensible to the banker, but it is, never- 
theless, a striking example of the fact 
that even now the banker has not 
learned to speak the language of his 
depositors. 

One of the most important tasks 
facing bankers is to restore public 
confidence in banks and_ banking. 
This is easier to say than to do. While 
our profession cannot be proud of the 
notoriety which has come to it because 
of announcements of closed banks, it 
does not follow that because a bank 
must suspend payments on account of 
frozen assets, its depositors will not 
ultimately be paid all that is due them. 
Many banks have reorganized and re- 
opened, others will be reopened, many 


By J. H. Puelicher 


President, Marshall & Ilsley Bank, Milwaukee 
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0 assist in the anti-hoarding drive, 

the Pennsylvania National Bank 
and Trust Company, Pottsville, Penn- 
sylvania, is distributing an_ illu- 
minating folder entitled “‘Banks and 
Business” addressed (in red, white 
and blue) to all patriotic citizens. 

The La Monte Safety Papers, Inc., 
is instituting a nation-wide advertis- 
ing campaign in the business periodi- 
cals entitled “‘Bank Your Money and 
Pay by Check’’ designed to educate the 
public on the services of the bank and 
build good will for bankers. 

This co-operation is commendable. 
But advertising—the printed word— 
alone can’t end the hoarding evil. How 
are YOU meeting it in personal con- 
tacts at the desk and counter? What in- 
teresting instances have you brought to 
light? Howdid you persuadethe hoarder 
lo restore his funds to circulation? 

It’s these ways “‘how to’ that are 
needed now. If you'll write them 
briefly, for the benefit of other bankers, 
well print them—with or without 
names, as you choose-—The Editor. 














will pay something to their depositors, 
and others will pay them in full. But 
in spite of the fact that the losses re- 
sulting from most closed banks will be 
small, we bankers must remember that 
we have to combat the front page 
publicity given the one bank in our 
community that shuts its doors, even 
though the twenty-nine other banks 
which receive absolutely no front page 
publicity, continue to carry on, operat- 
ing for the good of all the factors in 
the community. Yet any banker 
who has gone through the past two 
years can see that, no matter how much 
we may dislike the condition, there 
have been many bank closings due to 
circumstances beyond the experience 
of the men who appeared to be thor- 
oughly competent bank officers. And 
when circumstances arise beyond an 
individual’s experience, it is under- 
standable that he may fail to over- 
come them. 


T°? the best of my knowledge, no one 

either foresaw or predicted such a 
slump in bond prices of even the best 
bonds as the past year has brought. 
The banker who relied on his secondary 
reserves to carry him through any 
difficulties, has seen the value of these 
reserves decline to a point he never 
suspected they could reach. If, then, 
the majority of his depositors sud- 
denly took it into their heads to with- 
draw their cash, the institution found 
itself in difficulties. Perhaps his bank 
was more than sound by any measure 
applicable in ordinary times, with a 
large factor of safety added by his 
conservatism. But if another large 
bank in his community went under, 
and the public became panicky, he 
simply could not pay out. Without 
condoning the many instances of poor 
banking which have been disclosed by 
the depression, we who have thus far 
been more fortunate should withhold 
too severe judgment of the many 
bankers who have failed more through 
a lack of market for otherwise good 
securities and the loss of public 
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confidence, than through any major 
faults of their own management. 

What can the nation’s bankers do to 
restore public confidence in banks and 
banking? The question is reminiscent 
of the question once propounded to 
President Taft, ““What can a man do 
who is starving and cannot obtain 
employment?” To which Mr. Taft 
replied, ““God knows.” 


T is not easy to discover remedies 
for the present public psychology 
toward the banks. Of one fact I am 
certain: No panacea exists. At the 
same time, the result of our banking 
experiences should tell us that we all 
can do something to help the public at 
large to appreciate that the great 
majority of banks in the country are 
sound. The report of the Economic 
Policy Commission of the American 
Bankers Association, as of October 6, 
1931, shows that 96 per cent of all 
the banks were doing business as usual, 
and that unless the public brings on 
trouble by its own jumpy nerves, few 
banks will close or be taken over. 

Public confidence cannot be restored 
by advertising alone. In fact, unless 
they are done with unusual subtlety, 
printed assurances of soundness may 
even shake confidence. An example 
is that already cited, where mailing 
statements of condition to savings 
depositors unacquainted with such 
documents was enough to bring hun- 
dreds of them to withdraw their 
money. The human mind works today 
much as it did when Shakespeare 
wrote, “The lady doth protest too 
much, methinks.” 

A few bankers are trying to accom- 
plish this same result by personal con- 
versations with customers who are 
sufficiently intelligent to comprehend 
that the facts are as they are being 
stated, and sufficiently versed in busi- 
ness to appreciate their significance. 
In one metropolitan bank the officers 
are making a conscious effort to 
educate their: more influential cus- 
tomers to the sound condition of the 
institution. After an ordinary inter- 
view about a loan or an investment or 
any other routine matter, the banker 
tries to say, “Oh, by the way, have 
you seen our latest statement?” hand- 
ing the customer a copy. “Notice its 
liquidity, the sufficiency of our cash 
on hand, balances with other banks, 
and the large amount of government, 
municipal, and other excellent bonds 
that we hold.” 

It is said that, in that particular 
city, whenever a group of business men 
get to talking about the deplorable 
state of banking—and never doubt 
that it is a popular subject in these 
days —several of them are sure to say, 
“The Forty-ninth isn’t as big as some 
of them, but there’s a solid, safe bank!”’ 
No doubt it is, but there are probably 





others in the same city equally as good 
which have not the benefit of this kind 
of commendatory gossip. The favor- 
able comments on the Forty-ninth are 
the result of the policy of educating 
customers by word of mouth and 
letting them educate the public. It 
should be added that this bank’s 
officers always make it a point to con- 
clude such a conversation with, “Not 
that we are any better than most of 
the other banks in town. But I 
thought you might like to know how 
we stand.” Then, too, instead of 
further deploring the times, another 
bank president has instructed his 
officers and window men to say, “If 
1932 treats us as well as did 1931, we 
shall be happy and quite satisfied.” 
Explaining the statement is a 
method that has its pitfalls if the 
banker overestimates the intelligence 
or business acumen of the customer 
and therefore does not use language 
intelligible to the listener. Perhaps 
a year ago a woman customer came 
to one of the officers of a bank and 
asked him to explain to her whether 
the bank was safe. Because she was 
related to some close con- 
nection of the bank, and 
because he assumed that 
she knew a good deal about 
business, he went into the 
subject with her in con- 
siderable detail. Among 
other indications of the 
bank’s safety that he 
pointed out was a large 
item of several million dol- 
lars—undivided profits. 


THE BURROUGHS 


“That means that even if we were to 
have losses of that amount, it would 
not affect our capital and surplus,” 
he explained. 

The next morning he was notified 
that this woman had sent her lawyer to 
withdraw in cash a considerable por- 
tion of her account—it was between 
five and ten thousand dollars —and to 
place it in a safe deposit box which he 
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rented in her name. Within another 
twenty-four hours two or three friends 
called up to tell the banker that their 
wives had come home from a card 
party where this woman stated that 
the officer had said the bank would 
probably lose several million dollars. 
Then investigation disclosed what had 
happened. The information about the 
undivided profits had become confused 
in her mind, and she actually believed 
the bank expected to lose this amount 
—instead of understanding it, as it had 
been stated, that in the event of condi- 
tions becoming so unbelievably bad 
that the bank should have losses to 
this total, it could stand them without 
harm to capital and surplus. So far 
as I know, she still has her safe deposit 
box bulging with cash. And that bank 
has several million dollars of undivided 
profits. 

This incident further illustrates the 
danger of not being continually watch- 
ful in the use of technical language. 
Such carelessness often reacts un- 
favorably on public confidence in times 
like these. The bank officer was 
guilty of it when he discussed un- 
divided profits in language that was 
perfectly clear to him but that only 
confused the customer. All of us tend 
to use in our dealings with customers 
technical banking jargon which means 
only one thing to us, but which means 
something entirely different to the cus- 
tomer. 

Consider, for instance, the customer 


who comes to arrange a line of credit. 
“Yes,” we tell him, “‘you may have a‘ 
$50,000 line. And we’ll expect you to 
keep a 10 per cent balance at all 
times.”” So he goes his way rejoicing. 

Then after a month or two, he sends 
down a note for $50,000 for credit to 
his account. We consult our records 
and turn it down. “You haven’t been 
keeping the agreed-on balances,” we 
explain impatiently. 

“But,” he protests in all good faith, 
“TI haven’t been using the line so there 
hasn’t been any need to keep up the 
balance.” 

Or the same thing happens the other 
way ’round. He borrows $50,000 right 
away and carries a $5,000 balance while 
he owes the $50,000. Then he pays 
off half his loan and cuts his balance 
to $2,500. And we berate him for a 
double dealer. The fault is ours for 
not explaining exactly what we mean 
in terms that the customer can under- 
stand. After all, ““We expect a 10 per 
cent balance at all times” might well 
be interpreted as the customer has 
interpreted it—by anyone who lacks 
experience with this particular banking 
phrase. 

Several times since October of 1929 
I have heard conversations to the 
effect that some local bank must be 
getting in pretty bad shape because it 
is calling its loans and getting hard- 
boiled with customers. On _ tracing 
down such rumors—and it is mighty 
good business for any banker in these 
days to trace down to their sources 
any rumors he may hear about any 
banks in his district (in some states 
there are laws which effectively deal 
with such rumor carriers)—I have 
several times found that they had their 
origin in some such misunderstanding 
as this. The point is that we bankers 
must see that there is no chance for 
any rumors to arise against our institu- 
tions through failure to express our- 
selves understandably. I am aware 


Nine 
that we all make this error at times; 
but to avoid any possible misunder- 
standings, we should endeavor to have 
our officers hold to untechnical lan- 
guage in dealing with customers, 
whether it concerns directions for 
opening an account or explaining the 
financial statement of the bank. 
Remember, the more elementary the 
explanation, the more likely will it be 
understood. And this is good business 
whether times are booming or dull. 

Don’t, please, misunderstand me. 
Personally, I am trying daily to prac- 
tice these things and asking the assist- 
ance of my associates, and am only 
suggesting, not trying to preach, to 
my fellow bankers. I was cured of this 
early in my banking career. As an 
assistant cashier, I had succeeded, after 
a lot of argument, in persuading the 
senior officers to call in a firm of 
C.P.A.’s to audit us—something that 
was almost unheard of in those days. 
Then, because the audit agreed in its 
entirety with our books, we further 
broke precedent, advertising the fact 
in the local newspapers. Within a 
week we caught a teller $14,000 short. 
He had devised a method of false entry 
unknown until then, had been at it for 
some months, and had eluded detection 
not only by ourselves and our outside 
auditors but also by the bank exam- 
iners. The thought of that $14,000 
defalcation has often made me hold 
my tongue. 


"THE purpose of this article is to show 

as forcefully as I know how that 
there exists a real responsibility on 
bankers to aid in re-establishing public 
confidence in banks and_ banking. 
Until it is re-established, there will be 
a great deal less pleasure and profit in 
operating a bank than there should be. 
And once it is re-established, it will be 
a long step toward bringing back 
general business prosperity. 

Often there arises under today’s 
conditions a situation which forces a 
banker to take quick, firm action. 
More times than not, such a situation 
can be handled soundly in more than 
one way. It seems only good judgment 
that in these circumstances the banker 
should consider the effect on public 
opinion. Not, of. course, that any 
steps should be taken to placate public 
confidence at the expense of sound 
banking. Such tactics will inevitably 
bring more trouble; will defeat their 
purpose. But where there is a sound 
choice, it should pay to choose that pro- 
cedure which will help to stabilize the 
public’s confidence or to strengthen it. 

After all, the primary way to build 
public confidence is to earn it. No 
advice is needed in this connection. 
The principles of sound banking have 
not changed, despite a good many 
arguments we heard during the years 
just before the autumn of 1929 —and I 


(Continued on page 40) 
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Sitting in with the ‘‘Board of 
Directors’’ to determine the 
“‘going value”’ of the family 
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ooking Into Household Loans 


In Small Loans, the Bank Is a Wholesaler 
and the Finance Company a Retailer, With 
a Fertile Field Between for Co-operation 


By Howard Wright Haines 


Cashier, First State Bank, Kansas City, Kansas 


N the last six months eighty-seven 
I banks have opened personal loan 

departments for the purpose of 
serving that large percentage of people 
who desire to borrow small amounts 
repayable in ten, twelve, or fifteen 
monthly installments. This means 
that 364 banks now maintain such 
specialized departments in the United 
States. Practically all have sprung 
into existence within the past six years. 
Their sudden growth is more impressive 
when we learn that these departments 
are carrying considerably more than 
$150,000,000 in little loans. 

Quite naturally bankers, especially 
those who have tested the small loan 
field with profitable results, are in- 
terested in expanding their volume. 
“If we can gather in $500,000 in good 
notes endorsed by three reliable 
people,” asks an eastern manager, 
“why will it not be sound policy for 
our institution during the next year to 
add new business by making loans on 
furniture, automobiles and _ other 
chattels?” 

In short, if we are in the small loan 
business, why not handle it in all its 
branches? The answer is considerably 
longer than the question. It requires 
us to take a close look at ourselves. 
We may just as well begin by con- 
gratulating ourselves on being able to 
make personal loans profitably, espe- 
cially since we collectively engaged in 
the new occupation just at the worst 
economic period we could have chosen. 
Perhaps the fact that salaries have 
shrivelled and some disappeared alto- 


gether, has been the cause of personal 
emergencies, one of the basic demands 
served by small loan departments. 

If endorsed notes are an innovation 
in commercial banks, chattel loans are 
even more so. During the history of 
banking in this country, practically 
no commercial banks have engaged in 
making loans directly on household 
goods, store equipment, hotel furnish- 
ings, appliances, or automobiles. How- 
ever, banks have frequently carried 
lines of automobile and _ furniture 
paper discounted by reliable finance 
companies. It is easy to assume in 
consideration of the latter fact that if 
the finance company can use the bank’s 
money to finance car and furniture 
purchases, then the bank should be 
able to do away with the middle profit 
and finance cars and household goods 
direct. It is also more or less logical 
to reason that since banks have devel- 
oped various specialized departments 
ior buying and selling bonds, securities, 
handling estates, trusts, insurance, 
real estate, and so on, it is only one 
more easy step to usurp the field of 
personal finance in its entirety. 


WiItTHouT permitting ourselves to 
form a conclusion in this new line of 
thought, let us determine clearly what 
has been and is being done by those 
now engaged in financing our cus- 


tomers who borrow on_ household 
goods. First, let’s drop in on Mr. 
Leon Henderson, Director of the 


Division of Remedial Loans of the 
Russell Sage Foundation, New York 


City, which department .has spent 
twenty-five years in promoting the 
passage of laws protecting our millions 
of wage-earners. by making it possible 
for them to borrow at reasonable 
rates when sickness or other emer- 
gencies arise. 

“Mighty glad to tell you,” Mr. 
Henderson says, “‘that our public, as 
well as our legislators, are learning 
more and more about the actual cost 
of handling chattel loans. California 
has just passed a law patterned after, 
although not following, some impor- 
tant provisions of the Uniform Small 
Loan Act, which provides a reasonable 
rate on household loans of 31% per 
cent per month on unpaid balances. 
During the past twenty years, through 
the efforts of this Foundation and 
others, a reasonable rate has been 
adopted in approximately half of the 
states in the Union.” 

Then Mr. Henderson goes on in that 
quiet, convincing way to mention that 
3,800 licensees are operating under 
these laws, advancing a total ol 
$500,000,000 annually. We learn that 
the Household Finance Corporation is 
the oldest of the big personal finance 
concerns, having made small loans for 
fifty years. Certainly this company 
should be able to put us straight on the 
facts of chattel finance. 

So we find ourselves speeding north 
on Michigan Avenue, Chicago. We 
have drawn up to the curb at 919 
before the Palmolive Building and 10 
a few moments are on the twenty-ninth 
floor, entering the offices of Mr. Leslie 
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Craig Harbison, president of the 
Household Finance Corporation, op- 
erating 150 branch offices in ninety 
cities, and making one-tenth of the 
chattel loans in the United States. 

One cannot look into the shrewd 
but kindly eyes of Mr. Harbison and 
hear his cordial greeting without 
knowing that here is a man who looks 
deeply into human nature. When he 
was only a boy, a bicycle shop in 
Philadelphia gave him an _ unusual 
job—all he had to do was look the 
customers over and decide whether 
they would bring the bicycles back. 
That shop prospered and so did Leslie 
because of his friendly and tactful way 
of handling the customers. The per- 
sonal finance business, then developing 
chain offices, found him at nineteen, 
and because of his unusual enthusiasm 
and foresight, has afforded him a 
career intensely interesting and widely 
beneficial to millions of small _ bor- 
rowers. 

“We are thinking about going into 
competition with your organization, 
Mr. Harbison,” we start out. ‘“‘The 
bankers want to know how much 
trouble it is going to be for them to 
add chattel loans to their personal 
loan departments.” 

“We are very glad you have come,” 
smiles our host, not upset by our men- 
tion of competition. ‘“‘I am sure we 
can furnish some interesting and 
valuable facts for your consideration. 
Our Research Department has been 
able to compile a mass of information 
as to the costs and losses of personal 
finance, along with discoveries for 
helping our borrowers.” 

And then is when we get simply 
snowed under with figures, facts, 
theories, and convincing information 
about this new subject of loaning on 
personal belongings. ‘There’s no use 
trying to tell it in the interesting style 
Mr. Harbison accomplishes. We'll 
merely repeat what we got down in our 
notebook from the great pile of charts, 
typewritten reports, and printed bro- 
chures this gentleman produced at 
finger-tips. Any question was an- 
swered, not by supposition, but by 
facts prepared by careful research over 
a period of years. 


THE first eye-opener regarding chat- 

tel loans, as compared with co-signed 
notes as handled by banks, is the cost 
of making and collecting these loans, 
which never exceed $300 in amount and 
balances seldom average over $140. 
When rent, salaries, advertising, sup- 
plies, investigation, and so on, are 
averaged in Household’s 150 branch 
offices loaning to 400,000 families 
during a year, the cost of each loan per 
month is $3.60 on the $140, or 2.57 per 
cent a month. This is a typical cost 
under favorable circumstances in an 
elliciently conducted office. It is, 


therefore, readily understandable why 
the Russell Sage Foundation has 
determined that chattel loan com- 
panies must receive 3% per cent 
monthly in order to receive a fair 
return on their investment. 

At this point we must notice that per- 
sonal finance companies are operated 
under carefully trained managers who 
hold expenses down to the minimum. 
It is reasonable to assume that banks 
would be forced to incur fully as much 
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overhead in cost of operation, such as 
advertising, salaries, rent, and so on, 
which average a total of $1.50 a month 
per account. Also the same should 
hold true on variable costs such as bad 
debts, leakage, interest and profits. 
It has been found that variable costs 
amount to approximately 1% per 
cent a month on each dollar loaned, 
which on $140—the average loan —is 
$2.10. This added to the $1.50 for 
operation, explains the $3.60 cost per 
month on the average account. 

However, Mr. Harbison goes further 
by mentioning that a loan of $10 will 
involve expenses of $1.50 for opera- 
tions, plus 15 cents for variable costs, 
a total of $1.65, or 161% per cent a 
month; $100 loaned will cost $1.50 for 
overhead expenses, plus $1.50 for 
variable costs, total $3.00, or only 3 per 
cent a month. Similarly, $300 can be 
loaned at an actual cost of $6 a month, 
which is equivalent to 2 per cent a 
month. 

This analysis brings out a fallacy 
under which many small loan depart- 
ments are operating with the idea they 
are making unusually good profits on 
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loans of $10, $25, $75, or $100 denomi- 
nations. In reality, many. co-signer 
loans of small sizes are made at a loss 
to the bank. When it is considered 
that a great volume of chattel loans 
are for petty amounts and the average 
balance is only $140, it is seen that the 
average chattel loan cannot be handled 
at bank rates. 

Naturally there is a limit to the 
number of loans that an employee of a 
bank or a company can handle éeffi- 
ciently. A study of thirty-four House- 
hold offices in large cities shows the 
range of number of accounts for each 
employee and the proportion above 
the efficient average of 300 for each 
employee to be: 


Proportion of offices 


Low High having total number 

of loans above 300 av. 
Chicago ..... 245 386 1/4 
Philadelphia. 227 328 1/3 
Detroit ..... 173 363 5/8 


While Baltimore shows a general 
average for each employee well over 
300 and Pittsburgh, New York, St. 
Louis and Kansas City are well under 
that number. In smaller cities ranging 
in population from 20,000 to 35,000, 
the highest recorded average for each 
employee in a branch office is 455 
accounts, but the average for all in 
this population is about 300. 


N an average, 300 accounts for each 

employee will be carried and the 
smallest possible office will employ 
three people. It is difficult to see how 
a commercial bank may begin making 
chattel loans without a manager, one 
assistant, one outside man and one 
girl for window and clerical work. 
Furthermore, opening with this mini- 
mum personnel, the bank must handle 
an average of 900 accounts. At the 
outset, we may assume the bank 
already has its personnel to handle 
endorsed notes, but if chattels are to 
be made a specialty and handled in 
numbers sufficiently large to be profit- 
able, then ultimately the above 
averages must be carried out. 

Having some idea of the smallest 
expense possible in entering the per- 
sonal finance field, we may take up a 
second vital factor with which banks 
must come in contact, namely the 
variation in efficiency of managers. A 
small loan manager who can pass upon 
endorsements through a credit bureau 
will not, without years of experience, 
be able to make chattel loans or to 
collect payments regularly where no 
co-signers are to be relied upon. Auto- 
mobile and household loans are fre- 
quently made on security valued less 
than the amount advanced. Hence the 
collection of this type of loan depends 
upon the moral character and paying 
capacity of the borrower. 

The location of the bank considering 
the making of chattels, has some bearing 
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upon the cost of operation. Those 
institutions situated in larger centers 
serving only those in that city are able 
to reduce collection costs and expense 
of trips for its representatives. Some- 
times, Mr. Harbison tells us, in smaller 
towns, it is possible for many cus- 
tomers to be within walking distance. 
Such offices, other things being equal, 
would operate at high efficiency. 

The item of losses is small. While 
banks may lose thousands on property 
or collateral loans which depreciate 
suddenly, personal loans on chattels 
or wage assignments depend largely 
upon the ability and willingness of the 
borrower to hold the position he hap- 
pens to have had at the time the loan 
was granted. It would seem at first 
thought that with this meager security, 
losses might be extremely large. How- 
ever, here is where we begin to realize 
the great outstanding § difference 
between the personal finance business 
and the banking business. Personal 
finance depends for its existence in 
large part on its ability to collect. It 
has built an elaborate system for 
collecting payments —one of the major 
expenditures of the business. If it was 
not imperative to maintain this system, 
it might be possible to incorporate 
chattel loans in commercial banks and 
all rates could be reduced. Because 
personal finance organizations main- 
tain an effective collection machine, 
losses are small, amounting to less than 
one per cent of the capital employed 
each year, approximately one per cent 
of the amount loaned, and about one 
and one-half per cent of the average 
loan account outstanding. 


AKEN as an entirety, personal 

finance retails money which is 
greatly needed because of the changed 
economic conditions of the American 
family today. The average family no 
longer raises its own food or makes its 
own clothes. Its expenses are regular, 
but income is often irregular or sudden 
emergencies arise. The family must 
have a reliable 
source where it may 
borrow at legal 
rates. In actual 
operation, chattel 
loans remove debt 
worries and enable 
the family to com- 
bine debts in the 
same manner as is 
being done by banks 
handling endorsed 
notes. Likewise, 
merchants, land- 
lords and _ profes- 
sional services profit 
because the loans 
are used to pay 
their debtors. 

Returning to the 
commercial bank 





with its small loan department, we 
see clearly that it has as its principal 
purpose the desire to make loans of 
$100 or more on sound endorsers so 
that it may make a reasonable profit 
at 8 per cent straight discount, and, at 
the same time, its constructive and 
perhaps greatest reason for existence, 
is to loan that type of person of good 
income who will under ordinary condi- 
tions pay off the loan and become one 
of the bank’s depositors. If the bank 
feels that the applicant cannot, in 
consideration of a low income, hope to 
become a depositor, and that the appli- 
cant will probably be forced to be 
only a borrower, it cannot in many 
cases serve him. 


HERE is then a great mass of men 

and women in our nation whom the 
bank cannot serve and it is at this 
point that the personal finance com- 
pany begins its service. It is able to 
accomplish a number of things a well 
regulated bank can never hope to do. 
First, it can loan most families having 
no security except their integrity and 
future earning capacity. It can serve 
the low-income applicants who com- 
pose 80 per cent of the gainfully em- 
ployed, to few of whom the bank can 
loan profitably, because of state and 
national banking laws. Again, banks 
are occasionally forced to withdraw 
from loaning because of low reserves 
and chattel borrowers require constant 
service. 

In certain instances a few banks are 
making loans on cars and household 
effects. However, such loans are only 
to well known customers and are 
sufficiently large amounts to justify 
the trouble and expense in arranging. 
As a picture, we may view banks as 
wholesalers of money —a service they 
must afford if they are to meet their 
primary need. Besides larger advances, 
they have recently taken up industrial 
loaning to the higher stratum of in- 
come men and women. These clients, 


it is believed, are only temporarily in 





A busy branch office has 4,000 loan transactions and 36,000 monthly collections in a year to 


keep $500,000 average loan balance 
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need of small loans and a definite per- 
centage will ultimately become savers 
and customers of the bank. Outside 
of these two groups, the loan service of 
our banking system ends and the need 
for a more extended family service for 
our millions of medium and low in- 
come is taken up by personal finance 
corporations. 

Constructive and interesting is the 
effort on the part of Household Finance 
Corporation to educate its borrowers 
along lines of properly budgeting 
income. It offers a comprehensive co- 
operation to the family which wishes 
to take advantage of its advice. When 
the family is in trouble and cannot 
meet its payments the personal finance 
company, instead of using harsh col- 
lection methods, is in a position to 
accept interest and carry the burden 
until income becomes regular again. 
To lend sums so small that the bank 
cannot bother with it; to give service 
and convenience, appraisal and advice; 
to handle innumerable collections; to 
assist thousands now in regaining em- 
ployment; and, after all, to receive net 
profits no greater than is customary in 
most successful retail businesses —is 
the part personal finance is playing in 
modern life. 

Thus, with the facts before us, the 
chattel loan field becomes one of 
complications and hence expensive. It 
is possible, we may conclude in sum- 
marizing, for certain banks to make 
loans direct on chattels, provided they 
can obtain a sufficient volume of loans 
in large denominations. This, how- 
ever, is a difficult thing to accomplish. 
The same rule applies to chattel mort- 
gages that applies to endorsed notes. 
Profits lie in volume. 

‘Mr. Harbison,” we said, rising, 
‘‘we have a much clearer idea of the 
chattel loan business. You have taken 
so much time in laying the important 
facts before us —please take a day off 
and run across the boundary line into 
some of our personal loan departments. 
We can’t show you anything new- 
but maybe we can 
return your favors 
in some way.” 


“T WILL look for- 

ward to that 
visit,” he answered, 
“‘for it seems to me 
our associated com- 
panies and the small 
loan departments 
in banks can work 
hand in hand with 
very wonderful re- 
sults. We have 
the same goal m 
mind, I believe, 
to teach our bor- 
rowers to save some- 


debt instead of in!” 


thing —to get out of 
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Thirteen 


© The Glass-Steagall Act at Work 


EW foundations are being laid 
N under the banking structure of 
the nation. 

Congress has enacted the so-called 
Glass-Steagall bill as another step in 
President Hoover’s economic rehabili- 
tation program. Under its terms 
rediscount privileges of member banks 
of the Federal Reserve System are 
broadened. The system’s gold stores 
are fortified by permitting substitution 
of government bonds for the gold here- 
tofore doing duty for eligible paper as 
security for note issues. 

This legislation, approved with re- 
markable unanimity and absence of 
serious strife, followed the earlier 
creation of the $2,000,000,000 Recon- 
struction Finance Corporation, vested 
with broad powers to assist banks, 
other financial institutions and rail- 
roads, and the enactment of a separate 
measure for the assistance of agricul- 
tural communities by adding $125,- 
000,000 to the capital of the federal 
land banks. 

Nor is the program to strengthen the 
banks, instill public confidence and 
otherwise combat the forces of depres- 
sion as yet complete. Congress has 
proceeded with consideration of the 
Glass general banking bill embodying 
acomprehensive revision of the Federal 
Reserve and national banking acts. 
Its purpose as proclaimed by its fiery 
author, Senator Carter Glass of Vir- 
ginia, is to safeguard the future 
against a repetition of the speculative 
orgy which culminated in the stock 
market crash of 1929 and to protect 
depositors against continued bank 
failures which in 1931 totaled 2,290 
with deposits aggregating $1,759,484,- 
000. Controversies over this long- 
range measure have retarded its prog- 
ress and it will be changed in many 
particulars if finally written into the 
Statutes. The President’s bill to 
create a new system of home loan 
discount banks, likewise has encoun- 
tered legislative snags. 

Much significance is being attached 
lo the relatively brief Glass-Steagall 
Act. Some of its possible effects as 
foreseen by its advocates are: 

Checking of fears which have caused 
banks to contract credit to an ab- 
hormal extent. 

Encouragement to banks to use their 
eligible paper to borrow from Federal 
Reserve banks, their ineligible paper 
being made convertible into cash in 
an emergency. 
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Cessation of such bank failures as 
are due to lack of liquidity. 

An expansion of currency to a maxi- 
mum of about $1,500,000,000 through 
the use of bonds as security against 
Federal Reserve notes. 

Arresting of injurious effects of 
hoarding by releasing sterile gold and 
making available new currency. 

Strengthening of the gold standard 
by an increase of upwards of $750,- 
000,000 in the “free gold’ of the 
Federal Reserve 
System which 
during February 
went down as 
low as $430,- 
000,000. 

Notice to the 
world and par- 
ticularly to 
France that the 
gold dollar is 
impregnable 
and that a fur- 
ther drain of 
foreign balances 
in this country 
will not weaken 
its position. 

Removal of 
uncertainty as 
to gold reserves which impeded the 
program of the Federal Reserve Sys- 
tem to ease the credit situation through 
open market purchases of government 
bonds and acceptances. 

Strengthening of the hand of the 
Reconstruction Finance Corporation 
in its program of assistance to financial 
institutions. 

President Hoover, in signing the 
Glass-Steagall bill on February 27, 
said that it should accomplish two 
major purposes. 

“First, in a sense this bill is a na- 
tional defense measure,” said the 
President. “By freeing the vast 
amounts of gold in our Federal Reserve 
System (in excess of the gold reserve 
required by law), it so increases the 
already large available resources of 
the Federal Reserve banks as to enable 
them beyond question to meet any 
conceivable demand that might be 
made on them at home or from abroad. 

‘Second, it liberalizes existing pro- 
visions with regard to eligibility of 
collateral and thereby enables the 
Federal Reserve banks to furnish 
accommodations to many banks on 
sound assets heretofore unavailable 
for rediscount purposes. 
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“The gradual credit contraction dur- 
ing the past eight months, arising 
indirectly from causes originating in 
foreign countries and continued domes- 
tic deflation, but more directly from 
hoarding, has been unquestionably the 
major factor in depressing prices and 
delaying business recovery. This meas- 
ure I am signing today, together with 
the additional capital provided for the 
federal land banks and the creation of 
the Reconstruction Finance Corpora- 
tion, will so strengthen our whole 
credit structure and open the channels 
of credit as to permit our banks more 
adequately to serve the needs of 
agriculture and credit. 

“T trust that our banks with the 
assurances and facilities now provided 
will reach out to aid business and in- 
dustry in such fashion as to increase 
employment and aid agriculture.” 


N acute situation confronted the 
banks of the country as Congress 
dealt with the Glass-Steagall bill in 
February. In January there had been 
a further decline of member bank 
credit amounting to $550,000,000 in 
leading cities alone. This contraction 
followed a reduction of loans and in- 
vestments in the last quarter of 1931 
amounting to $1,500,000,000 at mem- 
ber banks in leading cities and $1,000,- 
000,000 at other member banks. The 
quarter’s reduction was almost equal to 
the decline during the entire two years 
preceding and was greater than the 
post-war liquidation in loans and in- 
vestments which took place between 
November, 1920, and March, 1922. 
The comptroller of the currency’s 
statement during February showed a 
decrease in deposits of national banks 
of $1,135,037,000 from September 29 
to December 31, 1931, and a decrease 
of $3,627,299,000 in the year preceding 
the latter date. Money in circulation 
remained at a high level, the amount 
hoarded outside the banks being 
estimated at $1,300,000,000 or more. 
At the Federal Reserve banks at the 
time the legislation was under con- 
sideration it was necessary to cover 
Federal Reserve notes with gold to the 
extent of about $2,000,000,000, or 
almost double the 40 per cent mini- 
mum gold reserve requirement. Out- 
standing Federal MReserve notes 
amounted to about $2,900,000,000. 
As the twelve Federal Reserve banks 
held only about $900,000,000 in eligible 
paper, much less than is available in 
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times of active business, il was impos- 
sible to cover anything like 60 per cent 
of the notes with this class of security. 
Making available for this purpose 
government bonds, held by the Federal 
Reserve banks to an amount of up- 
wards of $750,000,000, would release 
an equal total of gold to add to the 
“free gold” supply and thus make 
possible new credit and greater protec- 
tion against foreign gold demands. 
The $430,000,000 in “free gold,” 
which means the excess of gold over all 
legal requirements, including the 40 
per cent or more against Federal 
Reserve notes, 35 per cent against 
deposits and a 5 per cent gold redemp- 
tion fund against the part of notes not 
covered by gold, represented a drop 
from about $700,000,000 last August, 
from $1,000,000,000 in the early part 
of 1930 and from nearly $1,200,000,000 
in 1928 and 1929. A steady outward 
flow of gold, largely to France, was in 
progress throughout January and 
February. 

Whether the unprecedented contrac- 
tion in member bank credit was jus- 
tified or not was conceded in congres- 
sional debates to be beside the ques- 
tion. Senator Glass, who submerged 
his own pronounced opposition to any 
broadening of the eligibility require- 
ments of the Federal Reserve Act to 
meet the emergency situation, com- 
plained that the bankers were “‘hoard- 
ing’ credit, that “the banking com- 
munity is frightened to death’ and 
that “‘the banks have ceased to func- 
tion.” Nevertheless Senator Glass 
agreed with the view of Governor 
Eugene Meyer of the Federal Reserve 
Board, Secretary of the ‘Treasury 
Ogden L. Mills and President Charles 
G. Dawes of the Reconstruction 
Finance Corporation, that it was 
desirable to give the banks renewed 
confidence in the outlook by making 
it possible to utilize industrial and 
railroad bonds and other ineligible 
securities for borrowing at the Federal 
Reserve banks in the event of the 
exhaustion of their eligible paper. 


CCORDING to figures presented to 
“the Senate by Senator Glass, the 
member banks of the Federal Reserve 
System early this year had $2,997,- 
167,000 of eligible commercial assets 
together with $5,564,461,000 of govern- 
ment securities, a total of $8,561,000,- 
000. Only ninety-one banks, he 
asserted, had completely exhausted 
their eligible resources. While not 
disputing these figures, the admin- 
istration proponents of the legislation 
contended that the distribution of 
eligible assets was not uniform, that 
the steady decrease in deposits was 
causing the banks to use these assets 
only in an emergency and that the 
creation of a new reservoir of credit 
would so strengthen the position of the 


banks as to cause them to abandon 
their over-cautious attitude. 

As to foreign withdrawals of gold, 
officials of the Federal Reserve System 
admitted concern. The withdrawal of 
$730,000,00 in gold last fall after Great 
Britain suspended gold payments had 
no ill effects, the amount of free gold 
being as large at the end of a six weeks’ 
period during which the movement 
was outward as at the beginning. 
When France again started to with- 
draw her balances in this country at 
the beginning of this year, there was 
less eligible paper available in the 
Federal Reserve banks as cover for 
Federal Reserve notes and _ conse- 
quently it was more difficult to keep 
the amount of “‘free gold”’ at a normal 
level. French balances in this country 
were greater than the existing “free 
gold.” While it would have been pos- 
sible to increase the “free gold’’ by 
forcing member banks to increase their 
indebtedness at the Reserve banks or 
by decreasing the volume of out- 
standing notes, existing conditions 
made such action difficult. The pres- 
tige of the gold dollar obviously would 
have suffered seriously if the margin 
of safety had become much less. 


NE of the effects of the steady de- 

crease in the “free gold” supply was 
to cause the Federal Reserve banks to 
abandon temporarily their program to 
expand credit as a measure of defense 
against deflation. The Federal Re- 
serve banks were unable to add to their 
holdings of government securities as 
to do so with the accompanying 
expansion of note issues would further 
diminish the gold supply. Enactment 
of the Glass-Steagall bill was followed 
promptly by a reduction of rediscount 
rates and other steps toward an easier 
credit policy. The question of inflation 
figured extensively in the discussions. 
As in the case of legislation creating 
the Reconstruction Finance Corpora- 
tion, there was a purpose to show that 
inflation was not contemplated but 
rather a checking of deflation. Foreign 
financiers again had raised the cry of 
inflation against the American pro- 
gram. The Glass-Steagall bill, it was 
asserted by its backers, was not to be 
used for any undue inflation of the 
currency but only to protect the situ- 
ation in a time of emergency. The cur- 
rency expansion, it was argued, would 
be no greater than was previously 
possible in periods when the Federal 


Reserve banks were well supplied with ° 


eligible paper. 

The unusual co-operation obtained 
by the administration from a Congress 
which is supposedly hostile, was 
evident from the selection of Dem- 
ocrats to handle the Glass-Steagall 
bill. Senator Glass, a cabinet member 
in the Wilson administration, was 
asked to introduce the bill in the 
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Senate because of his sponsorship of 
pending legislation revising banking 
laws and because it was recognized 
that his willingness to accept a meas- 
ure tending to liberalize the Federal 
Reserve Act would go far toward 
securing its adoption. In the House 
of Representatives Henry B. Steagall 
of Alabama, the Democratic chairman 
of the banking and currency commit- 
tee, was asked to sponsor the bill be- 
cause of his position. 


NLY a scattering fire of opposition 
impeded progress of the bill in the 
two houses. Senator John J. Blaine 
of Wisconsin, insurgent Republican, 
offered the chief criticism in the Senate, 
while Representative Louis T. Me- 
Fadden, Republican, of Pennsylvania, 
former chairman of the committee on 
banking and currency, who fought 
the Reconstruction Finance Corpora- 
tion bill, saw in the Glass-Steagall bill 
a harmful measure of inflation and a 
further means of unloading “‘cats and 
dogs” on the Federal Reserve System. 
There are only three provisions in 
the Glass-Steagall Act. The first 
provides for advances by Federal 
Reserve banks to groups of five or 
more member banks, those directly 
benefiting being without eligible secu- 
rity. The second permits single men- 
ber banks with a capital of $5,000,000 
or less and without eligible security to 
obtain advances in cases of emergency. 
The third allows the use of direct 
government obligations as security for 
note issues in leu of eligible paper 
which under the Federal Reserve Act 
is permissible as cover for 60 per cent 
of the amount of the notes. 

Under the first provision any Federal 
Reserve Bank, subject to the approval 
of not fewer than five of the eight 
members of the Federal Reserve Board, 
may make advances to groups of five 
or more member banks a majority of 
which are independently owned or 
controlled, upon their time or demand 
promissory notes, provided the bank or 
banks which receive the proceeds of such 
advances have no adequate amounts of 
eligible or acceptable assets available 
to enable them to obtain accom- 
modations through rediscounts or ad- 
vances. A group of fewer than five 
banks may receive advances if the 
aggregate amount of their deposit 
liability constitutes at least 10 per 
cent of the entire deposit liability of 
the member banks of the Federal 
Reserve district. The Federal Reserve 
banks must charge interest at a rate 
of not less than one per cent above the 
prevailing rediscount rate. While the 
bill does not attempt to define the 
character of security, it is stipulated 
that no obligation of foreign govern- 
ments, individuals or corporations 


shall be included. 
The second provision is designed to 
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care for the smaller banks and those 
that are so isolated as to find it 
difficult to take advantage of the group 
privilege. Senator Glass induced the 
Senate banking and currency committee 
to amend the administration bill by 
limiting its effect to banks with a 
capital of $500,000 or less, which 
would have barred 468 banks in 187 
cities. When the bill reached the 
floor of the Senate, he consented to 
increase this maximum capital to 
2,000,000 which would have left out 
only 136 banks. Later when dif- 
ferences between Senate and House 
bills were adjusted in conference, the 
maximum was pushed up to $5,000,- 
000 which made the provision appli- 
cable to all but sixty-two of the 7,600 
member banks of the Federal Reserve 
System. 

The single bank provision permits a 
bank within the capitalization limit, 
in “exceptional and exigent circum- 
stances,’ and having no further eligible 
and acceptable assets available for 
credit accommodations otherwise to 
obtain advances on its time or demand 
promissory notes secured to the satis- 


faction of the Federal Reserve Bank. 
The interest rate shall be at least one 
per cent above the prevailing redis- 
count rate. The Federal Reserve 
Board may regulate the limit and define 
the classes of assets which may be 
accepted as security. Foreign obliga- 
tions are excluded. Each such loan 
must have the approval of five mem- 
bers of the Federal Reserve Board. 


[IN the case both of group and in- 
dividual loans, notes accepted by 
the Reserve banks from the member 
banks shall not be eligible as collateral 
security for Federal Reserve notes. 

There was objection to the stipula- 
tion inserted by Senator Glass that 
borrowing banks should first exhaust 
their eligible paper. The Virginia 
Senator consented to modifications of 
the language to make it more workable 
but refused to allow it to go out 
entirely. 

The third provision permits the 
Federal Reserve Board when it deems 
it in the public interest and upon the 
approval of not less than a majority of 
its members to authorize the Federal 
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Reserve banks to offer and the Federal 
Reserve agents to accept as collateral 
security for Federal Reserve notes 
“direct obligations” of the United 
States. It does not change the require- 
ment for a 40 per cent minimum gold 
reserve but releases gold heretofore 
used in lieu of eligible paper as security 
for the remaining 60 per cent. By 
using the words “direct obligations,” 
debentures of the Reconstruction 
Finance Corporation are excluded. 
The group loan provision is per- 
manent legislation. The single bank 
loan provision and the bond-secured 
currency provision are to remain in 
effect until March 3, 1933, at which 
time ineligible paper can no longer 
be used at the Federal Reserve banks 
except through the group loan scheme 
and government bonds must be with- 
drawn as collateral for Federal Reserve 
notes. The conferees accepted the one 
year provision of the House bill, the 
Senate bill having extended the period 
for a second year. It is the expecta- 
tion that Congress before its adjourn- 
ment on March 4, 1933, may find 
it desirable to approve an extension. 


(Continued on page 38) 








Some Ethical Aspects of the Testimony 


HEN the international “money doctor,” as Professor 

E. W. Kemmerer, of Princeton University, is frequently 

called, appeared before the Finance Committee of the 
United States Senate in January, to testify in connection with 
the investigation of loans to Latin America, he was confronted 
with a question of ethics. 

It is well recognized in legal theory and practice that the 
communications of a patient to his physician, and the knowledge 
and information which the physician gathers as to the condition 
of those under his care and treatment, are privileged and con- 
fidential. A similar relationship is sometimes claimed as existing 
between a lawyer and his client, a priest and his confidant, and 
perhaps to a slightly lesser degree, between a banker and his cus- 
tomer, a reporter and his informant. 

Dr. Kemmerer, who has served as financial commissioner to 
seven Latin American republics as well as to nations in Europe 
and the Orient, knows the financial ailments of the countries of 
the world. He regards his knowledge of their fiscal diseases, 
some of them perhaps comparable he says to the filthy and loath- 
some diseases to which the human body is subject, as confidential 
information gleaned in his capacity of physician and surgeon to 
their credit and currency. How far may he go, then, he asks 
himself, in disclosing the facts ? 

A happy solution was reached by Professor Kemmerer and 
Senator Hiram Johnson in the Senate committee hearing. The 
senator wanted information on recommendations made by the 
Kemmerer Commission to Colombia with respect to borrowings 
by that country. The Colombian Government has not published 
that part of the report. But a report on Chile with similar 
recommendations has been published. “Look at the report 
= — Professor Kemmerer said, ‘‘and read Colombia for 
Chile.” 

The relationship of trust and confidence which exists between 
a banker and his customers has come in for consideration in 
connection with other financial measures which are before the 
Congress this session also. At the same hearing before which 
Professor Kemmerer appeared, a vice-president of the National 
City Company objected to the insertion in the record of a loan 
agreement contract, without first having obtained the permission 
of his banking associates in other houses which participated in 
granting the loan, and the permission as well of the President 
of the borrowing Government, also a party to the contract. 


The firm of J. & W. Seligman & Company of New York City, 
at the request of the committee, furnished a complete transcript 
of the debits and credits in the checking account carried on their 
books in the name of Juan Leguia, son of a former president of 
Peru, and as complete details of the items as they could. One of 
the credits to the account of Leguia was shown as coming from 
the Chase National Bank. The Chase National Bank told the 
committee confidentially the source of the funds, namely, one 
of their Lima correspondents. Evidently a completely innocent, 
regular, and usual banking transaction, the bank upon the 
insistence of the committee, agreed that details with respect to 
it be made public. 

Earlier in the session, Henry P. Davison, a partner in the 
firm of J. P. Morgan & Company, had been accorded the privilege 
of confidence between banker and customer, .when he appeared 
before the Ways and Means Committee of the House of Rep- 
resentatives in connection with the moratorium proposal. Asked 
by a member of Congress if his firm would have advanced to 
England, France, or Italy on December 15, the amounts due the 
United States Government that day under the debt funding 
agreements, if requests of that character had been made by the 
representatives of the governments named, Mr. Davison 
declined to answer. 

A member of the committee, referring to the refusal the day 
before of a newspaper reporter to divulge to the committee the 
source of information published in one of his news stories, called 
attention to the fact that “any banker, banking institution, or 
organization intrusted with the funds of an individual, firm, a 
corporation, or a country has that same privileged status in the 
matter of its transactions with its clients." Doctors and lawyers 
were described as “being in the same class.” 

Another member of the committee made a _ distinction 
between professional ethics and legal privilege in such matters. 
“Lawyers are privileged’, he said. “Clergymen are privileged 
under the laws of some states. There is no such thing as privi- 
lege between a reporter and the source of his information, or 
between this witness and his clients.” 

In the absence of definite recognition by the courts of legal 
privilege existing between banker and customer, it appears that 
bankers who testify as witnesses before Congressional com- 
mittees will have to depend upon a courteous acceptance of their 
professional ethics.—C. B. U 
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towers—the three 
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hattan, the City 
Bank-Farmers Trust 
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ow Raise the 


HE causes responsible for the 

recent price slump and the bane- 

ful effects of this decline have 
been described in the preceding issues 
of this magazine.* In view of the fact 
that falling prices are inimical to the 
welfare of the vast majority of our 
people, it is not surprising that there 
is today a widespread demand that 
measures be taken at once to remedy 
the evil. Prominent officials of the 
Treasury Department and the Federal 
Reserve System admit readily enough 
that the price level ought to be raised, 
but they interpose the question: “‘How 
can it be done safely?” 

Many schemes for raising prices pro- 
pose to do it by having the government 
spend money raised through taxation. 
Since all such devices reduce the pur- 
chasing power of the taxpayers as 
much as they increase the purchasing 
power of the government, they re- 
semble in feasibility the man’s attempt 
to lift himself by his boot straps. The 
only sure way to raise prices is to in- 
crease the supply either of bank 
deposits subject to check or of money. 

The silver producers today are ask- 
ing that we expand our volume of 
silver money or silver certificates. 
Their proposal is that we make amends 
for “the crime of 1873” by reopening 
our mints to the free and unlimited 


“As Prices Fall, Who Gains ?” (January) and ““Why Has 
the Price Level Fallen?” (February) both by Willford I. King. 





cy Willford I. King 


Professor of Economics, New York University 


coinage of silver. They contend that, 
by so doing, we could greatly enlarge 
our money supply, and that prices 
would automatically rise. 

There seems to be no doubt about 
the correctness of this contention. 
The question is immediately raised, 
however, as to what ratio of the value 
of silver to the value of gold the mint 
ought to adopt. The present ratio is 
16 to 1; in other words, a silver dollar 
weighs exactly as much as 16 gold 
dollars. At present, we buy only small 
quantities of silver for use in making 
fractional currency. If we were to 
open our mints to unlimited coinage of 
silver at the existing ratio, a flood of 
the white metal would pour in from 
all parts of the world, for we would be 
artificially fixing the value of silver at 
something like three times its market 
price. Gresham’s law would operate, 
gold would disappear from our cir- 
culation, and we would quickly find 
ourselves on a silver standard. That 
this would be worse than a gold stand- 
ard is not certain, but the people of the 
United States apparently prefer the 
gold standard and they would pre- 
sumably not welcome the change to 
silver. 

Some of the friends of silver propose 
that we establish the free coinage of 
silver at the ratio to gold now existing 
in the open market. Were this done, 
we could, for some time to come, prob- 
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Price Level: 


ably maintain true bimetallism —that 
is, both gold and silver would circulate 
freely side by side. Temporarily, at 
least; the installation of such a policy 
would doubtless be salutary in its 
effects, for, presumably, it would raise 
prices moderately with no danger of 
encouraging wild inflation. Unfor- 
tunately, there are three defects in 
this plan for raising prices. First, no 
one knows whether prices would thus 
be restored to the 1926 level, or 
whether they would be raised much 
more or much less than this amount. 
Second, there would be no certainty 
that the comparative production costs 
of gold and silver would long remain 
close enough to the present market 
ratio to assure the free circulation of 
both metals. The probabilities are, 
indeed, that, ere long, the market ratio 
would change sufficiently to force the 
dearer metal out of circulation, the 
result being that we would thereaiter 
be virtually either on a gold or silver 
standard. Third, there is no likelihood 
that a combined (or perhaps alternat- 
ing) bimetallic standard would insure 
that stability of the price level which is 
so essential if prosperity is to be main- 
tained and serious depressions pre- 
vented. 

While, then, the elevation of silver 
to its old-time monetary status might 
be very helpful in the present period 
of depressed prices, it is perfectly clear 
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that such a step ought to be regarded 
as a temporary relief measure rather 
than as a permanent cure for the dif- 
ficulties from which we are now 
suffering. 


MANY persons who see the impor- 
+¥* tance of maintaining a stable price 
level feel, nevertheless, that abandon- 
ment of the gold standard would lead 
to disaster. They therefore offer 
another plan for coping with price 
instability. Their proposal is that the 
chief gold producing nations of the 
world form a league to regulate the 
production of the yellow metal. There- 
after, whenever world prices, as meas- 
ured in gold, tended to rise, gold mining 
would be restricted by taxation or by 
the closing of marginal mines. If the 
world price level began to fall, the 
production of gold would be stimulated 
by granting bounties sufficient to make 
it profitable to work lower grades of ore. 

There are several obstacles which 
tend to make this plan impracticable. 
First, it is almost impossible to get the 
principal nations involved to adopt a 
workable plan and then adhere to it 
faithfully over a long period of time. 
Second, there would be no certainty 
that some nation not signing the agree- 
ment would not develop into an im- 
portant producer of gold. Third, the 
entire gold output of all nations in any 
one year is but a very small amount as 
compared with the total accumulated 
gold stock of the world. A decade 
might, therefore, pass before the effects 
produced by stimulating or hampering 
gold production would become notice- 
able in the price level. Obviously, 
therefore, this measure would be help- 
ful only in regulating the long-time 
trend of prices and would not assist 
materially and promptly in eliminating 
a price level disturbance like that pre- 
vailing at present —a disturbance which 
is largely caused by _ psychological 
forces. It is, then, not surprising that 
those interested in lifting the nation 
out of its present position in the slough 
of despond demand measures which 
will yield more immediate results. 

The remedies which they advocate 
usually contemplate no material addi- 
tions to the precious metal base under- 
lying our currency, but propose instead 
to enlarge the supply either of paper 
money or of bank deposits subject to 
check. The evidence is overwhelming 
that increases in the volume of cir- 
culating credit tend to give rise to 
corresponding increases in price av- 
erages. For example, early in the 
World War, the German Reichsbank 
began to expand its bank-note circula- 
ion and continued this process steadily 
until, in 1924, the issue was approxi- 
mately a trillion times as great as in 
1914. In the same period, the index 
of wholesale prices rose proportionally 
even more than the note circulation 


and the upward movement showed 
only one break, that occurring during 
the depression of 1920-1921. 

The Bank of Belgium increased its 
note circulation between the middle of 
1922 and March 1924 by some 24 per 
cent, and then for two years stopped 
inflating. During the period of mone- 
tary inflation, the wholesale price index 
rose continuously, but at a rate con- 
siderably faster than that of the cur- 
rency expansion, reacted sharply in the 
spring of 1924, and then remained 
stationary until March 1926. Between 
March and September 1926, the Bank 
of Belgium again issued notes freely, 
increasing the volume of these notes 
more than 28 per cent. The index of 
wholesale prices likewise shot upward, 
but at a velocity nearly double that of 
the currency inflation. Between 1914 
and the end of 1920, the Bank of 
England multiplied its note issue by 
sixteen. Sauerbeck’s price index rose 
almost steadily during the same period, 
but only increased from 96 to 313. 


‘THE evidence just cited, which might 

be supported by many other similar 
cases, indicates that the ratio between 
the monetary increase and the rise in 
the price index is far from constant, 
depending presumably upon the rela- 
tive extent to which coin, notes and 
bank deposits are used to do the money 
work of the nation, and upon popular 
belief as to the limit to which inflation 
is likely to be carried. It follows that 
this ratio is not easy to calculate in 
advance. The fact remains, however, 
that the experience of most nations 
shows that prices can always be raised 
to any desired level by the simple 
device of pumping sufficient paper 
money into circulation. 

In view of this fact, it is not at all 
surprising that the federal government 
is at present being urged to hire all 
persons now unemployed and pay 
them by giving them greenbacks fresh 
from the printing press. There can 
be no question but that this procedure 
would promptly accomplish two things 
—it would relieve unemployment and 
it would raise the price level. 

Since these are exactly the goals 
which advocates of the plan seek to 
attain, it is not surprising that they 
consider adverse criticism as evidence 
of narrow-mindedness. Nevertheless, 
this plan is opposed by most econo- 
mists and careful students of finance, 
for they point out that, if history 
should repeat itself, the plan would 
ultimately work out about as follows. 
Giving wages to the unemployed 
would increase the national money 
income. Orders for goods would 
increase. Prices would begin to rise. 
Confidence would be re-established. 
Money would come out of hoarding. 
Prices would rise faster. Profits would 
increase rapidly. New enterprises 
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would be begun. Bank deposits which, 
as has been noted in an earlier article, 
have been circulating recently at 
around three-quarters normal velocity, 
would begin to move from person to 
person more rapidly. Prices, shooting 
upward, would soon pass the 1929 
level, and it would be time to disband 
the great army of temporary govern- 
ment employees. Everywhere, how- 
ever, the cry would be raised that to 
dismiss them would bring back hard 
times. The opposition to reducing the 
number on the federal payroll would be 
accentuated by the fact that many of 
these workers would be inefficient and 
would be drawing far more pay than 
they could hope to earn if they re- 
turned to private industry. They 
would therefore bitterly oppose being 
forsaken by kindly Uncle Sam. Fur- 
thermore, the officials in charge of the 
new public works would point out that 
it would take several years to complete 
the projects under way, and that, if 
these undertakings were abandoned, 
the investment to date would be 
wasted. Prices would advance further. 
Obviously, at this point, the Treasury 
ought to begin to call in greenbacks. 
To do this, would, however, necessitate 
additional taxation, and taxes are 
always unpopular. ‘The rising “cost 
of living’ would mean that wages of 
government employees must be raised. 
Climbing prices of materials would 
also increase the cost of government. 
To meet these new demands, more 
greenbacks would be issued. The orgy 
of inflation would be on, and would 
continue until money, bank deposits, 
bonds, mortgages and life insurance 
would all be rendered worthless. Fi- 
nally the bubble would burst. The 
thrifty would be in poverty and the 
ne’er-do-wells would triumph. 
Unfortunately, instances of this 
kind have been all too common in the 
world’s history. The picture is still 
vivid in our minds of Germany and 
Austria with their industries paralyzed, 
and the most intelligent and indus- 
trious sections of their population 
reduced to penury because, to meet 
expenses, the governments of these 
nations resorted to the printing press 
rather than to taxation. The deter- 
mination of our Treasury and Federal 
Reserve officials to avoid inflation as 
one avoids a pestilence is endorsed by 
practically every economist. 


"THE problem at issue is: Can prices 

be restored to their former level 
without running the risk of this tragic 
denouement? In an attempt to meet 
these conditions, another plan, in some 
respects resembling the one just dis- 
cussed, but apparently involving much 
less danger, has been worked out. 
According to this plan, Congress would 
decree by law: 

1—That the price level should be 
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measured by means of a given index 
number, for example, the index of 
general prices prepared by the Federal 
Reserve Bank of New York City, the 
base taken for this index number being 
the level of prices prevailing in 1926. 
The best figure should be denominated 
as 100. 

2—That the average of prices, as 
measured by this index, should be 
restored to the 1926 level, and there- 
after maintained steadily at that 
altitude. 

3—That, to accomplish this end, the 
Secretary of the Treasury should be 
instructed to issue as many 
treasury notes or greenbacks as 
might be necessary, and to use 
these notes to purchase in the 
open market outstanding bonds 
of the federal government, con- 
linuing this process until the 
index number reached its 1926 
base level, and then to maintain 
prices permanently at this level. 

Since there are some $15,000,- 
000,000 in federal bonds out- 
standing, it is practically certain 
that this procedure could be 
quickly carried far enough to 
restore the price average to the 
1926 level. If the price index 
went above 100, all that would 
be necessary would be for the 
Secretary of the Treasury to re- 
issue bonds and use the proceeds 
to retire greenbacks. 

This plan is extremely simple. 
It consists merely in shifting the 
federal debt from an interest 
bearing non-circulating form to 
a non-interest bearing circulating 
form, or vice versa, as occasion 
requires. Its efficacy depends 
upon the fact that circulating 
notes raise prices, non-circulating 
notes do not affect the price level. There 
is every indication that it would pro- 
duce the results intended. Are there 
any valid arguments against its adop- 
tion? 

Before answering this question, the 
following facts must be considered. 
Obviously the substitution of green- 
backs for bonds would reduce interest 
payments, thus lightening the burden 
upon the federal treasury. It might be 
that, if the price level rose above 100, 
thus making it necessary, in order to 
retain price stability, to exchange 
bonds for greenbacks, Congress would 
object to levying the taxes required 
to meet the interest charges on the new 
bonds. It might also happen that, 
when Congress discovered that issuing 
greenbacks in place of bonds would 
reduce interest charges and lessen the 
tax burden on the national treasury, a 
bill would be passed to substitute 
greenbacks for all other governments 
bonds, thus precipitating an era of 
disastrous inflation. Both of these 
possibilities are somewhat remote, for 
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it is rather improbable that the leaders 
of Congress would be either so ignorant 
or so devoid of patriotism as to follow 
such a course. 

There are, however, other contin- 
gencies which would needs be faced if 
this method of price stabilization were 
adopted. To insure the success of the 
plan, it would be essential to make the 
greenbacks legal tender for all debts 
both public and private, and it might 
also be necessary to permit national 
banks to count as part of their lawful 
reserves against deposits, not only 


their own credits with Federal Reserve 
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banks, but also the greenbacks which 
they had in their vaults. Were this 
latter step taken, it would doubtless 
diminish to some extent the complete- 
ness of the control of the Federal 
Reserve banks over the member banks 
in their respective districts. 


HE Federal Reserve System has 

been so efficient in furnishing the 
member banks with an elastic supply of 
credit and currency that many students 
of money and banking hold that this 
system should be placed in full charge 
of any plan devised for elevating and 
later stabilizing prices. They there- 
fore propose that any additional supply 
of circulating medium needed should 
consist of Federal Reserve notes or be 
based upon Federal Reserve credit 
extended to the member banks. 

According to this plan, which is at 
present being sponsored by the Ameri- 
can Farm Bureau Federation, the 
Federal Reserve banks would be 
required by law to restore the price 
average to the 1926 level, and there- 
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after to prevent this average from 
either rising or falling. The first step 
in accomplishing this end would be for 
the Federal Reserve banks to enter 
the open market and buy government 
bonds, giving in exchange therefor 
either Federal Reserve notes or deposit 
accounts at the Federal Reserve banks, 
The net result of this would be to put 
new purchasing power into the hands 
of the public, and, if continued far 
enough, this process would undoubt- 
edly cause prices to rise to any level 
desired. If prices went above the 1926 
level, bonds would be sold and Reserve 
Bank credit or notes would be 
retired. It will be observed that, 
in essence, the plan is much the 
same as the one described just 
previously, the chief differences 
being that Federal Reserve notes 
are issued instead of greenbacks 
and that control is placed not 
in the Secretary of the Treasury 
but in the Federal Reserve 
Board. As regards control, the 
latter plan appears to be superior, 
for the Federal Reserve Board, 
being a permanent and largely 
non-political body, is presumably 
somewhat less likely to be di- 
verted by political influence from 
carrying out a policy which it 
has once put into effective 
operation. 

To raise the average of prices 
to its former level and to stabi- 
lize it there seems, at first 
thought, so essential to the 
national welfare and so easy to 
accomplish that one wonders 
why it has not been done long 
before this. The reason for not 
doing it is largely explained by 
the fact that the American 
nation is firmly wedded to the 
gold standard. Especially to those of 
the older generation who, in 1896, 
fought valiantly against free silver, 
there is something sacred about the 


gold dollar of present weight and 
fineness. In addition, millions of other 


persons feel that this fixed gold dollar 
is our only safeguard against the 
terrors of inflation. 

Now, as it happens, those who 
advocate the rehabilitation of the price 
level are unable to guarantee that such 
a change can be accomplished without 
varying the weight of gold in the gold 
dollar, or in other words changing the 
market price of gold in terms of green- 
backs or Federal Reserve notes. ‘The 
best that they can do is to express a 
pious belief that no such change will be 
necessary. The fact remains, however, 
that, if the Secretary of the Treasury 
should find it necessary to issue green- 
backs in large quantities in order to 
restore the average of prices to the 
1926 level, creditors of the United 
States, both here and abroad, might 
lose confidence in the ability of the 


(Continued on page 39) 
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Burroughs 


PRESENTS A NEW STANDARD TYPEWRITER THAT 
COMBINES ATTRACTIVE APPEARANCE AND DURABLE 


CONSTRUCTION WITH SPEED AND EASE OF OPERATION 


HE BURROUGHS STANDARD TYPEWRITER is of the same 
5 pow quality that has long been characteristic of 
Burroughs products. 

This quality is apparent not alone in the materials 
and workmanship but also in the speed, ease of opera- 
tion and neat, accurate work that result from scientific 
design and precision of manufacture. 

Behind each Burroughs Standard Typewriter is the 
same efficient organization of service men—trained, 
paid and directed by the Burroughs Company—that 
has maintained more than a million Burroughs machines 
in continuous, profitable operation. 

See for yourself the many features of this attrac- 
tive new Burroughs product. Feel its responsive touch. 
Watch the fast, smooth carriage action. Examine the 
neatness of its work. 

Burroughs Standard Typewriters are on display in 
Burroughs offices in larger cities. A demonstration 
will be arranged gladly in your own office. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICH. 
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. PRICED Af 
$102.50 DELIVEREIL 


U.S. A.—EASY TERMS 





HE NEW BURROUGHS STANDARD TYPEWRITER 











HE BURROUGHS 
representative who calls upon 
you will be glad to demonstrate 
the new Burroughs Standard 
Typewriter in your own office. 
Telephone him for more informa- 
tion or a complete demonstration. 
Or, if you prefer, you may write 
to Burroughs Adding Machine 


Company, Detroit, Michigan. 
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Witness to Signature 


Transfer No. ...------------ 


TO THE TREASURER OF THE 
HOME SAVINGS BANK 
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in joint account, payable to either or the survivor, all the moneys that have been or may be deposited, together with 


| the interest that has or may become due on account Book No- - ------------------ 


Address 


Name Here 








Now Is the Time for All Good Men to 
Come to the Aid of “Jobless Jones” 


“NURIOUS to know how it seems to 
| be in a savings bank these days, 
helping Jobless Jones and Part- 
lime Peters eke along on a diminished 
ncome, I made my way to the Home 
savings Bank of Boston. Passing by 
he front-office officials, I took a seat 
pposite Miss Mary E. Curley of the 
yank’s service department, anxious to 
vet the real behind-the-scenes story of 
what it means, in what Shakespeare 
ralled these parlous times —and that’s 
| mild understatement of it, too —to 
| erate a savings bank. 

‘No, it isn’t all grief,’ said Miss 
rley cheerfully. ““Of course we have 
* share of trouble, but the per- 
itage probably isn’t any higher than 
fair times. But of course we have 
be very watchful. 
“Just now, for example, we’re fin- 
hing the difficult task of checking up 
m taxes. This bank has forty million 
lollars invested in home mortgages, 
the average being around $5,000, and 
’s a big job to see that the taxes on all 
‘his property are paid at the proper 
lime. We require each borrower to 
bring us his receipted tax bill so we can 
OX his account. 

Most of our people have been able 
lo scrape up their tax money without 
more than the usual hardship. In 
some cases we assisted in paying taxes 
if we felt that the home owner was a 
worthy citizen and represented a 
‘ound risk. 

“There are many cases, of course, 
vhere a home buyer has consulted his 
avings bank too late. Not every home 

a good investment. Not every man 

justified in buying the home that 

ks good to him. Some families have 


i 


eg 


cBy Fred B. Barton 


been led astray by their desire for what 
might be called an ‘arty’ home —one 
with trick stone-work and a pinched 
roof which in too many cases starts to 
leak as soon as the sale papers are 
signed. 

“Other home buyers have bought 
a house quite a little too expensive for 
them and, after putting a first mort- 
gage on, have had to arrange a second 
mortgage with interest at 12 per cent. 
This second mortgage also calls for 
heavy cash payments, perhaps $50 
every three months. The result is 
that the poor man is burdened with 
such heavy carrying charges that he 
has hardly any cash to go on. The 
slightest decrease in his income puts 
him right up against it. 

‘*‘We advise anyone that he ought to 
be able to buy a 40 per cent equity in 
his new home, at least, in cash. This 
eliminates the need for a second mort- 
gage and allows part of the current 
income to be used for any necessary 
repairs. 

“Of course, we’re too busy to spend 
any time in moralizing, and we’re 
helpless to improve conditions; but 
it’s a pity that some families buy a 
home so carelessly. There’s a house 
near me, for example, which has been 
sold six different times in ten years. 
The salesman earns his commission 
every time the house changes hands, 
of course, and if the buyer gives up and 
lets the house come back on the mort- 
gage holder’s hands, no one cares. 
But the house is unlivable. The roof 


is so narrow and the bedrooms taper 
into the rafters in such a way that poor 
father bumps his head, and the rooms 
are insufferably hot. Yet no one 
bothers to tell prospective buyers about 
that. 

‘People seem more reasonable about 
accepting advice than they used to be. 
We urge everybody to maintain a 
savings account of a full year’s income. 
That provides for most emergencies, 
even for death. 

“No, the bank doesn’t find it impos- 
sible to invest this money. Some 
savings banks complain of being over- 
loaded with money, but I myself think 
that that situation merely says that 
the investment committee is lazy! One 
savings bank I heard of in another city 
has average mortgage investments of 
$100,000, which means of course that 
its investment committee can’t be 
bothered with anything smaller than a 
substantial office building. But if the 
bank is willing to take the time to 
investigate the average family, there is 
plenty of opportunity to invest money 
in small mortgages and have those 
investments perfectly safe, at the 
same time that you render a real serv- 
ice to the community. 

“One way we’re rendering a service 
nowadays is in helping people find their 
proper standard of living,”’ Miss Curley 
continued. 

‘For example, a trained nurse came 
to us with her financial problem. She 
has been on a full-time case for three 
or four years and her income is steady 
—$42 a week. She lives modestly, and 
yet she continually finds herself broke 
and in debt. Yet her savings are 
limited to a Christmas Club, and 
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her permanent improvements consist 
chiefly in the monthly payments for an 
electric refrigerator. She has no idea 
where her money —which is surpris- 
ingly steady for a trained nurse — 
goes to. 

“At our request this woman has 
kept track of her expenditures for a 
month. We have her figures, and now 
it’s our job to try to work out for her, 
and with her, a scale of living that will 
sew up the hole in her pocket and en- 
able her to keep ahead of the game 
instead of behind it. 

“Our Prosperity Plan, as we call it, 
aims to be sensible and comfortable, 
as indeed it must be if an individual or 
a family is going to adhere to it per- 
manently. We make it clear that it 
should be possible for everyone to save 
something and also to enjoy some of 
the luxuries. ‘At least part of your 
savings belongs to you,’ our budget 
form says. 

‘*‘An important feature of our budget 
program is to urge people to spend 
enough money for food. It seems such 
a simple way to economize, by eating 
second grade foods or not enough of 
them, that many people are tempted to 
skimp on the necessities of life in order 
to pay for the luxuries. We advise 
everybody, both in print and in per- 
son, to ‘include plenty of fruit and 
fresh vegetables and one quart of milk 
per day for each child.’ Such an 
expenditure makes for health and of 
course reduces future doctor bills. 

‘‘We have problems presented to us 
where the best we can do is little 
enough. For example, a woman whose 
husband left her an estate of $21,000 
came to us with a real problem. The 
estate had been in the form of a number 
of small investments, and the trust 
company which settled the estate 
wrote her that it could not afford to 
handle such a small inheritance any 
longer. In fact, the service charges 
for reinvesting her funds threatened 
to eat up a goodly share of her 
income. 

‘This woman has been used to a 
comfortable living all her life, and 
vel she is a child when it comes to 
finances. She finds that the $21,000 
which is to be her source of income 
for the remainder of her life is too 
small a sum for most trust com- 
panies to deal with, and still she 
doesn’t know where else to turn. 
She asked us for advice. 

“Our bank is not permitted, by 
law, to operate any form of trust 
service, and so we can not take 
direct charge of any of her finances 
beyond the small share that she 
sees fit to turn over to us as a sav- 
ings account. But we do try to 
act as an adviser to this extent: we 





standard investment 
should like to see her assured of a 
permanent income, small though it 
must necessarily be—for $21,000 in- 
vested even at 6 per cent represents 
only $1,260 a year. 

*“We see many cases where a widow 
is left with money, but money in some 
shape that she cannot touch it. That’s 
really harder to bear than not having 
money at all, it seems to me. We can 
stand being poor, but it’s hard to have 
money and still not be able to get at it. 


services. We 


eé 


F course, it’s unfortunate that we 
can act only as a depositor’s agent. 
We are often helpless. We have seen 
widows spend most of their husband’s 
savings in having a lawyer straighten 
out imaginary problems of the hus- 
band’s estate. There is a certain class 
of lawyers that enjoys finding trouble 
in settling an estate, you know. There 
are certain undertakers too who, when 
they find there’s a savings account in 
the offing, will bury a man in a casket 
finer than any bed he ever slept in, and 
leave the poor widow flat. 

“*T have seen a widow come into this 
bank with a lawyer on one side and an 
undertaker on the other, and when she 
had paid them off, there’s nothing of 
the savings account left. Then within 
a few days we get an inquiry from the 
city charity bureau, inquiring about 
this woman’s account, to see if there is 
any way of keeping her from becoming 
an object of charity. 

“It’s obvious that there is plenty of 
need for our services yet. 

*“You can see why we urge people to 
consider the need for liquid cash. We 
tell them that having a year’s income 
in a savings account is little enough 
protection. On our budget blanks we 
list each person’s assets in this order: 
First, liquid money, such as deposits 
in a savings bank; second, semi-liquid 
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finds, such as insurance; and then other 
resources, such as real estate. It will 
take a month, in most cases, to collect 
insurance funds, and often a year or 
more to get real estate and other 
matters settled. But savings bank 
deposits are paid in cash. 

‘But of course even there, difficulties 
creep in. 

“One of our depositors died, leaving 
everything, supposedly, to his wife — 
who had been his second marriage. 
The first wife and her children stepped 
in and claimed his estate, tying up his 
savings account with litigation. Poor 
little second wife is frantic. She knows 
that her husband intended the money 
to come to her, but she has no legal 
proof of those intentions. 

“Yet her husband could have pro- 
vided for her absolutely by a single 
stroke of his pen. If he had made that 
savings fund a joint account, the 
money would go to the wife of his 
bosom without delay or shrinkage or 
hardship. 

“It’s a pity that more folks do not 
know the advantages of a joint savings 
account. <A joint account comes as 
close to a limited trust service as the 
savings banks of this estate can come, 
for we are closely restricted by the 
Massachusetts state law. 

“Opening a joint account is a very 
simple procedure. We have a 3 x 5 
card with space for duplicate sig- 
natures, history and other identifica- 
tion. The husband signs here and the 
wife signs there. It’s all so easy. But 
those joint signatures make a lot ol 
difference in settling an estate. Real 
estate may be tied up almost indeti- 
nitely, blocks of stock may have to be 
sold, inheritance taxes must be met 
and paid, and it all calls for spot cash. 
If a widow can be assured of savings 
money that can be got hold of im- 
mediately, it’s a tremendous comfort. 

And it isn’t giving her more than 





. Other Expenses: Provision for other comforts or 


7. Mail thw sheet to the bank for further assistance 





have checked over her list of in- 
vestments and applied such light 
as we could obtain from the 


HOME SAVINGS BANK 
75 Tremont Sreet 
BOSTON, MASSACHUSETTS 
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she needs to leave a full year’s 
income in that savings account, 
because of the delays and red tape 
in settling almost any estate. 





heupation of Head of Family 


Number of Members of Family 
Income: Make careful analysis of the family income Meee oof Children 
und present financial obligations before estimating an 


ao queuing gin Niunher of Rooms in Heme 


“NTOT many people know about 
a joint account. We have 





FPaMILY INCOME ESTIMATE 
Net Income: Estimate total income from all sources 


cases where some one wishes to 





wwluct monthly share of State and Feleral Income | 
Toxre to obtain net income 
SALARY 


Savings and Protection: At leaet part of your 
earnings belongs to you. Plan for « permanent 
~wvings fund equal to st least one year's salary. Pro- DIVIDENDS, BANK INTEREST = 
viniow should be made for adequate life insurance to 

protect your dependents. OTHER INVESTMENTS 


ALLOWANCES __ 





COMMISSIONS 





Financial Obligations: Such a: rest. mortgage 
terest, real extate taxes, debts aud vther financial orn. 
dygatione should he provided for in starting the plan — 

Total Income 

Family Necessities: Such as food, clothing and 

“sary operating expenses can easily be estimated Income Taxes (Deduct Monthly Share 


© quart of milk per day for each child Net Income 


SOURCE OF INCOME |) Amoune 


-|- account as being safer. 


open a trustee account for another 
person, and we suggest a join! 
In case 0! 
death, some one can step in and 
| put a lien on a trustee account, 
[ but if it’s a joint account, then 
ownership passes to the other 





FAMILY PROSPERITY PLAN SUMMARY 


person at once and with no chance 





1 
huxuries for the family may be planned by distribu- 


SAVINGS 


and help them to keep this plan within the family SHELTER 
neome 

FooD _ 
necessary with as many spaces as you find possible CLOTHING 
to estimate filled in. It will be returned to you with 


suggestions showing 1 well balanced plan of income 
leet nbution 


OPERATING 
ADVANCEMENT. 


Write for Family Expense Sheets and Family In- Total__ — — — 
entory Sheets | 


ee a 





TWhlorence 


themselves what their standarda of living should be . a — 


of interference. 

“We used to limit joint ac- 
counts only to relatives, but we 
found that relatives quarrel oftener 
= than do friends! So now we 


-.| welcome everybody to make use 


of joint accounts. It simply means 
that if anything happens to either 








(Continued on page 3) 





inte 
fiel 
agr 
val 
hav 
fore 
the 
atic 
age 
par 
ger 


the 
bee 
lan 
the 
for 
Se\ 
me 
sal 


im 
lar 
m 
ta 
ad 
ar 
of 
be 
fa 
as 
in 


re 
di 


di 





her 
vill 
ect 


her 
ink 


1S 


ing 
o 
ge, 
ped 
his 
oor 
IWS 
ney 


5a| 
Ss 


rO- 
gle 
hat 
the 
his 
Y or 


not 
ings 
» aS 
the 
me, 
the 


‘ery 
a 
sig- 
fica- 
the 
But 
t of 
Xeal 
deti- 
9 be 
met 
ash. 
ings 
im- 
fort. 
than 
-ar’s 
unl, 
Lape 


poul 
lave 
s lo 
ther 
joint 
se 0! 
and 
unt, 
then 
ther 
ance 


ac- 
| WE 
ener 
we 
use 
eans 
ither 


» 39) 





CLEARING HOUSE 


By Norman J. Wall 


Twenty-five 


© fhe Changein Farm Mortgages 


Chief, Farm Mortgage Section United States Department of Agriculture 


EADING bankers of the nation, 
L; economic advisers and leaders in 
agriculture, are watching with 
interest the situation in the mortgage 
field. The extremely low prices for 
agricultural products which have pre- 
vailed during the business depression 
have resulted in a heavy increase in 
foreclosures on farm mortgages. But 
there is one bright spot in the situ- 
ation, in that resales by the foreclosing 
agencies have proceeded at a com- 
paratively rapid rate, considering 
general economic conditions. 

Buyers appear to be more plentiful 
than might be expected and sales have 
been aided by reduced prices for the 
land. Vulosko Vaiden, president of 
the Federal Land Bank of Baltimore, 
for example, says that during the first 
seven months of 1931 nearly twice as 
many farms were sold as during the 
same period of 1930. 

The demand for farm properties has 
improved. Sales are being made in 
larger number to urban people who are 
moving to the land. Farmers are 
taking advantage of prices to acquire 
adjacent properties. While statistics 
are not available to show the character 
of the buyers in every instance, it is 
believed that a large proportion are 
farmers attracted to the bargain prices 
asked. Investment bankers are watch- 
ing the trend closely. 

The number of forced sales of farm 
real estate made a definite increase 
during the year ended March 15, 1931. 
Voluntary sales, on the other hand, 
dropped decidedly. 

The number of farms changing 
hands as a result of tax delinquency 
averaged: 7.4 farms per 1,000 mort- 
gages, compared with 5.1 last year, 
and the transfers as a result of mort- 
gage foreclosures, bankruptcies and 
other similar forced sales, averaged 
18.7 farms per 1,000 as against 15.7 
last year. The total forced sale rate, 
26.1, was an increase of 5.3 farms per 
thousand over that for the year ended 
March 15, 1930. The number of 
Voluntary sales dropped from 23.7 to 
19 farms per 1,000. 

_ Much the same factors were respon- 
sible for the changes in number of 
transfers as for the declines in value, 
namely the combination of low prices, 
drought, world depression and an 
already congested real estate market. 
rhe number of foreclosures and other 


As told to 
U. V. WILCOX 


forced sales per 1,000 farms for the 
last two years, are as follows: 


Year ended March 15, 1926......21.6 
Year ended March 15, 1927..... .23.3 
Year ended March 15, 1928..... .22.8 
Year ended March 15, 1929......19.5 
Year ended March 15, 1930...... 20.8 
Year ended March 15, 1931..... .26.1 


The grouping of the states reveals 
the trend in the matter of forced sales: 


1930 =1931 
New Engiend........... 11.2 9.7 
Middle Atlantic.........13.1 13.8 
East North Central..... .22.3 24.0 
West North Central..... yy 31.3 
South Atlantic.......... 23.2 33.2 
East South Central...... 16.1 25.9 
West South Central... ..16.8 22.4 
De ee ay 29.4 36.4 
a eo ee oy 15.2 25.0 


"THE highest number per 1,000 for 

1930 was for the Mountain States, 
comprising Montana, Idaho, Wyoming, 
Colorado, New Mexico, Arizona, Utah, 
Nevada. The highest for 1931 was 
also found in this same group. The 
second highest, however, for 1931, was 
found to be in the more populous states 
of the South Atlantic, which include 
Maryland, Delaware, Virginia, West 
Virginia, North Carolina, South Caro- 
lina, Georgia, Florida. The lowest for 
both years was for the New England 
group — Maine, New Hampshire, Ver- 
mont, Massachusetts, Rhode Island, 
Connecticut. There was a definite 
improvement here during the last year, 
a drop of 1.5. 

The increase in foreclosures forced 
by low prices is merely an aggravation 
of a condition which has existed since 
about 1920. Foreclosures were heavy 
during and after the depression of 1921 
and they have continued at a com- 
paratively high rate since then. 

The only previous period resembling 
the present rather closely, for which 
information is available, is that during 
the depression of 1893 to 1895. In 
that depression foreclosures were 
heavy, much of the land being bought 
up by other farmers of the same neigh- 
borhood. The former owners fre- 
quently remained as tenants. 

When the period of higher prices 
arrived in 1899, many of the tenants 


were able to put aside enough money 
to buy back their farms, the whole 
situation resulting ultimately in a 
general shifting of ownership. In 
connection with the tendency of neigh- 
boring farmers to buy up land on which 
foreclosures had been enforced, it is 
well to remember that around one- 
half of the farms in the country are 
mortgaged and the owners of the 
other half are frequently able to take 
advantage of bargain prices on land. 

Agencies holding mortgages are 
reluctant to take over land and are 
using every means to avoid such 
action, especially when the number of 
defaults in payments is large. Farmers 
are generally being given every op- 
portunity to prevent foreclosures for 
the most part, and it is only when it 
appears impossible for the landowner 
to meet his obligations in any reason- 
able time that foreclosure is resorted to. 

Some idea of the farm mortgage 
situation can be gleaned from statistics 
and reserves of the fifty-two life in- 
surance companies which compose the 
Association of Life Insurance Presi- 
dents and which held, in different 
years, from 91.6 per cent to 98.4 per 
cent of the admitted assets of all 
United States legal reserve companies. 

Farm mortgages held by these com- 
panies have declined steadily since 
1927 and the ratio of this form of 
investment has shown a steadily down- 
ward trend since 1924, when they 
comprised 18.7 per cent of the total 
investments of these insurance com- 
panies. The amount of money in- 
vested in farm mortgages in 1924 
totaled in excess of $1,800,000,000, 
which was nearly half of all mortgages 
then held by insurance companies. 

In 1927 these insurance companies 
held approximately $2,000,000,000 in 
farm mortgages, but by that year this 
type of mortgage represented a smaller 
part of total mortgages held than in 
1924, due to the great increase in other 
investments in other mortgages which 
were approximately double the value 
of farm mortgages. 

From 1927 the investments in farm 
mortgages, as pointed out, declined 
steadily. Holdings in 1927, according 
to the statistics, were $1,982,548,000. 
In 1923 the figure was $1,860,113,000. 
In 1929 it had receded further to 
$1,930,534,000 and by the end of 1930 
the association estimated the holdings 
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at $1,886,000,000. The total decline 
in farm mortgage holdings, therefore, 
from the high point at the end of 1927 
to the end of 1930 amounted to 
approximately $100,000,000, or about 
5 per cent, in the four-year period. 
Whether these figures accurately 
reflect farm mortgage foreclosures, 
however, is difficult to determine, 
because it is known that during 1930, 
as well as at present, many bankers 
prefer to carry mortgages rather than 
to foreclose. It is also apparent that, 
in view of the downward trend in farm 
mortgage holdings which has been 
evidenced since 1927 and the rapid 
increase in investments in other types 
of mortgages (which amounted to 
more than $5,000,000,000 at the end 
of 1930), insurance companies have 
tended to swing from farm _ invest- 
ments and have reduced these invest- 
ments by other means of foreclosures. 
Foreclosures on. mortgages are re- 
flected in real estate holdings. It is 
interesting to note that while farm 
mortgages in the hands of insurance 
companies were declining, real estate 
holdings were simultaneously increas- 
ing, which would support the assump- 


tion that mortgages foreclosed were 
added to the real estate investments 
and were not otherwise disposed of. 

That the mortgage bankers were 
increasing their real estate holdings 
through construction and acquisition 
of properties for home offices and 
other operating uses, is shown in the 
gradual increase in real estate invest- 
ments. Up to the end of 1926 the rate 
of growth varied little from year to 
year, but from this period, almost 
coincidentally with the decline in farm 
mortgage holdings, the growth was 
considerably greater than formerly. 
Whereas real estate holdings increased 
from $60,000,000 in the twenty-year 
period from the end of 1906 to the end 
of 1926, there was a gain of more than 
$200,000,000 in such investments from 
the end of 1926 to the end of 1930. 

An important part of this expansion 
in real estate holdings was no doubt 
due to increased construction and 
acquisition of property for home 
offices, but a large part was apparently 
brought about by the transfer of farms 
acquired through foreclosure. 

In the matter of foreclosures, several 
governmental leaders are convinced 


Parity for the Small 


™ ANDIT! “Robber!” “Hold- 
up!” “Racketeer!” “Gangster!” 


“Yegg! These epithets were 
hurled at the auditor of a Minneapolis 
bank by fellow members of his lunch- 
eon club when he entered the room, 
a little late, at the club’s first meeting 
following an announcement of a new 
policy by all the banks in the city. The 
new policy was to extend monthly 
service charges, theretofore applied 
only to checking accounts averaging 
less than $100, to accounts up to $300. 
While the invective was of the mock 
order, it suggested that the policy was 
viewed with some disfavor. 

The bank man grinned at his recep- 
tion. “You birds needn’t take it out 
on me,” he observed, “but when you 
think it over and recognize how much 
a bank does for the small account, 
you're going to admit the fairness of 
the new charges.” 

He might have said further that 
conceivably many of the depositors 
whom the new schedule affected would 
come, in time, to see certain benefits 
in it, not to the banks only, but to the 
customer, to the man who paid the 
charge. Benefits to the customer? 
If so, banks have been missing a bet in 
not presenting, delicately withal, that 
point of view in introducing and apply- 
ing such charges. 

According to R. W. Manuel, presi- 
dent of the Marquette National Bank 
and of the “Marquette Group” in 


cy Thomas J. Malone 


Minneapolis, both bank and customer 
profit from the operation of such 
charges. ‘““There is another side to the 
small-account charge,” Mr. Manuel 
said, ‘“‘which bankers might well invite 
their customers to consider. The 
charge has been presented to customers 
as a sort of penalty. May it not be 
regarded by the customer himself as 
an opportunity that any man would 
welcome who likes to stand on his own 
feet, to pay for what he gets, to feel that 
his business is desirable and desired? 

“The recent extension of service 
charges in Minneapolis to the $100-to- 
$200 and $200-to-$300 balances has 
removed such accounts, in the main, 
from the unprofitable class. They are 
no longer ‘nuisance’ or ‘charity’ ac- 
counts. Only comparatively few, be- 
cause of unusual activity in a diversity 
of items, continue in the twilight zone 
or definitely unprofitable.” 

The schedule of “‘stop-loss’’ charges 
in Minneapolis is: $1 a month on the 
balance averaging less than $100, 75 
cents a month on the balance between 
$100 and $200, and 50 cents on the 
balance between $200 and $300. In 
addition, a charge of four cents is made 
for each check in excess of twenty-five 
in any month on accounts under $300. 

“Do you welcome the small ac- 
count,” Mr. Manuel was asked, “‘the 
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there should be refinancing employed 
in many instances as a means of giving 
the mortgaged property a chance to 
pay out. That course certainly is 
considered necessary in projects where 
the evils of overfinancing obtained 
five and ten years ago. Conclusions 
reached by investment bankers who 
have investigated the problem justify 
the course as a method for a fresh 
start. 

Dr. John M. Gries, housing expert 
of the United States Department of 
Commerce, who is executive secretary 
of the home ownership conference, 
estimated that building and loan 
associations hold between $8,000,000,- 
000 and $9,000,000,000 in real estate 
mortgages of all sorts, and _ insur- 
ance companies, about $3,000,000,000. 
Federal officials are considering the 
calling for a national real estate board 
endowed with large powers to co- 
operate with financing agencies. Some 
form of credit probably will be neces- 
sary with such an organization. It 
has been suggested as well, that a 
moratorium might be declared in some 
cases, subject to a decision by such a 
board. 


Account 


kind that will fall into one of the three 
classes? That is, do you invite it, give 
it the glad hand—or are you merely 
complacent toward those you already 
have, not desirous of having more?” 

There was no qualification in his 
answer. ‘“‘We welcome it, and we 
prize it,” he said. “It has become a 
source of profit as calculable as any 
other revenue coming to the bank. The 
small-balance customer is in as good 
standing with the bank as any other 
customer so long as he pays the service 
charges incurred. He can feel that he 
is dealing with his bank as a business 
man, paying for its service directly as 
he pays for any tangible commodity as 
gasoline or clothing. His account is 
not ‘tolerated’; it is desired.” 

So? Though the run of customers 
with the small balances may still 
assume that their accounts are in 
themselves money-makers for the 
institution, more and more customers, 
the large and the small, are becoming 
account conscious, sensitive to their 
status with their bank. Payment of a 
service charge, instead of being looked 
upon as an exaction by the powerful, 
a forfeiture, may be a mark of distinc- 
tion. In the Manuel interpretation, 
it enables the payer to make use of the 
bank’s services without sense of in- 
feriority for the size of his account. 
It puts him on equal footing, not only 
with the depositor of the fat balance, 
but with the bank itself. 
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ce, 


ie Yours isn't the only bank with depreciated bond holdings. There 
a are plenty of others. But the progressive ones—the ones that will 
= recover most rapidly—aren’'t just sitting with their heads in their 
os hands and a prayer in their hearts. They're doing something about 
ir 

co- it, making sure their holdings will come back as rapidly and com- 
me 

nar pletely as any. You can do the same. 

It 

ae To be sure, you can’t bring back bond prices by your own efforts. 
ha 


Neither can Moody's, or any other organization. But, aided by 
Moody's Supervisory Service, you can examine your holdings care- 
fully. You can exchange issues that have little or no hope of recovery 
for more promising ones. You can keep a constant watch on bond 


values, on world-wide happenings that impair the value of certain 
ree 


rive issues, increase the attractiveness of others. 

rely 

ady , is : , —- — 
°” We say, “aided by Moody's Supervisory Service, because this is 
2 too big a job for an official of your bank to handle alone. It demands 


le@ a 


an intimate knowledge of all bonds—rails, utilities, industrials, 
any 


The governments, foreigns. It demands a painstaking daily check-up 
od 

nat on business, finance, fashions, politics, science, in every land; on the 

e investment significance of every news event. In short, it demands a 

ogee large staff, such as Moody's; 

= [MOODY'S INVESTORS SERVICE with vast tactties and exper 

. . JOHN MOODY, President ence, such as Moody's. 

ney | 65 BROADWAY NEW YORK CITY | 

: Today, Moody's Supervisory 
the PERANCH OFFICES IN ALL PRINCIPAL CITIES sail 

ane. Service is watching the bond 

= accounts of hundreds of banks, guiding them with the personal 
~ : services of an experienced staff, helping speed the day of recovery 

Kec 

rful, - for them. It can do the same for you. 

Linc- 

ne Our booklet: ‘Management of the Bank’s Bond Account” discusses 

Be the fundamentals of a sound investment policy for your bank. Write 


only 


today for your copy (and copies for your directors, if you wish). 
nce, 


Just address: MOODY'S INVESTORS SERVICE 65 Broadway, New York City. 
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If banks could use 
“‘leaders’’ which would bring cus- 
tomers into the bank, how much 
easier it would be to sell the proht- 
able services the bank has to offer. 
es 

There is a “‘leader’’—A. B. A. 
Cheques. They appeal to everyone 
who carries Customers 
must come to the bank for them 
—for they must be signed in the 
presence of one of your staff. 

. 

Customers buying A. B. A. 
Cheques are usually going away, 
and are anxious to talk about their 
affairs. It is an ideal time to talk 
to them about estates, trusts, cus- 
todianship of securities and safe 
deposit. 


money. 


Moreover, there’s a direct profit 
in A. B. A. Cheques. And, as 
the official travel cheques of the 
American Bankers Association, 
they are a genuine good-will asset. 





A:B-A 
CHEQUES 


CERTIFIED 





OFFICIAL TRAVEL CHEQUE 


OF AMERICAN BANKERS ASSOCIATION 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


F you have not already done so, 
take up at the very first opportu- 
nity with your local clearing house 

association the desirability of making a 
substantial increase in safe deposit rent- 
als. Originally the safe deposit depart- 
ment was started merely as a service 
to the bank’s customers, 
to oblige whom the bank 
had for many years granted 
safekeeping of valuables 
without charge. Toreceive 
even a nominal rent, at the 
same time cutting out much 
of the handling of valu- 
ables, wasanadvance. Now 
the picture is changed. 
Banks must build and main- 
tain expensive vaults, pay 
custodians and guards, 
carry insurance and so forth, 
only to see people withdraw 
their funds from the com- 
mercial and savings department and 
place the currency in safe deposit. 





% 


* * * 


Philip Withermore, vice-president of 
the Futurity National, is a strong 
advocate of Contingency Reserves. He 
says that in the old days there was just 
one capital account and all losses were 
charged to it. Then it became bad 
practice to charge anything to capital, 
so we started “Surplus.” Then the 
surplus account became sacred and 
must not be impaired and we charged 
write-offs to “Undivided Profits.’”’ Now 
the undivided profits must be kept 
intact and we charge “Contingency 
Account.” Pretty soon we will devise 
some other name for the purpose. 


* * * 


It is altogether proper to set up 
“Interest Earned Uncollected” as an 
asset. Our friend the auditor points 
out that this is one of the safest and 
most liquid of assets the bank pos- 
sesses. He says: “‘Even if a loan is 
slow or frozen, the interest is usually 
paid, and the entire amount set up is 
collected almost if not quite 100 per 
cent within sixty to ninety days.” 


* * * 


Sometimes there is a sort of poetic 
justice in bank affairs. We had a weak 
customer who was in the habit of 
kiting checks if not carefully watched. 
We were about ready to close out and 
dismiss the account the last time he 
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exchanged checks for $1,000 with a 
friend. However, we contented our- 
selves with writing to the other bank 
and stating our suspicions. The re- 
sult was that the check our customer 
deposited came back marked “Drawn 
Against Uncollected Funds.” Our 
customer’s own check was 
presented and, as there was 
enough in the account ex- 
clusive of the kited item, 
we paid it. Our customer 
is still trying to collect the 
$1,000 item that was re- 
turned to him. 


A lady came into the 
bank the other day and ab- 
solutely refused to believe 
that there was not some 
way in which the bank could 
avoid the depreciation on 
Canadian funds and give her the full 
face value of her draft. She said she 
knew that if a person had the right sort 
of drag it could be done. 


* * * 


Rudyard Kipling in one of his books 
on India says somewhere that you can 
buy a complete murder case, corpse 
included, for a hundred dollars, or 
words to that effect. We had a case 
recently that bears out this statement. 
A Hindu whom we will call X had a 
savings account and a safe deposit 
box. He worked as a farm hand and 
saved his money until there were 
several thousand dollars accumulated. 
Then one day he stopped coming to 
the bank. Some months later a firm 
of attorneys in San Francisco began 
to make inquiries on behalf of a firm of 
attorneys in India who were said to 
represent the family of the man, now 
deceased. They might have received 
the money but for the fact that some- 
one connected with the bank felt 
positive that the man had been seen 
in this city since the time of his 
alleged death. So the bank demanded 
further proof before parting with the 
property. For the next four years the 
name of X bobbed up every little 
while like a sort of uneasy ghost. 
Claims were received from four oF 
five separate individuals, some in 
India and some elsewhere. Finally 
some months ago X was discovered, 
alive and well, but confined in a state 
institution for the insane, and the 
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mn Annual Statements January 1, 1932 
Hartford, Connecticut 
L. EDMUND ZACHER, PRESIDENT 
ha 
Dur- 
a THE TRAVELERS INSURANCE COMPANY 
re- Sixty-eighth Annual Statement 
mer 
awn ASSETS RESERVES AND ALL OTHER LIABILITIES 
Our United States Government Bonds $70,932,415.00 Life Insurance Reserves . . .$537,068,053.57 
Was Other PublicBonds . . . . 92,702,718.00 Accident and Health Insurance | 
Was Railroad Bonds and Stocks . . 79,758,966.00 Reserves. . . . . . 9,283,694.15 | 
ex- Public Utility Bonds and Stocks. 76,544,360.00 Workmen’s Compensation and 
em, Other Bondsand Stocks . . . 48,154,903.00 Liability Insurance Reserves 49,656,736.70 
mer First Mortgage Loans. . . . 115,921,897.85 ReservesforTaxes . . . . 3,512,128.55 
the RealEstate . . . . . . 21,675,811.62 Other Reserves and Liabilities . 2,619,046.98 
re- Loanson Company’s policies. . 106,171,003.04 *Security Depreciation Reserve. 7,726,633.00 
Cashonhandandin Banks . . 12,103,472.32 SpecialReserve . . . . . 9,340,996.50 
Interestaccrued . . . . .  8,972,347.28 Capital. . . $20,000,000.00 
Premiums due and deferred . . 28,331,806.50 Surplus. . .  22,313,717.52 
_ AllOtherAssets . . . . . 251,306.36 42,313,717.52 
Suna Tora.. . . . . . $661,521,006.97 Toran. . . . . . $661,521,006.97 
ome 
yuld THE TRAVELERS INDEMNITY COMPANY 
pr Twenty-sixth Annual Statement 
u 
she ASSETS RESERVES AND ALL OTHER LIABILITIES 
sort United StatesGovernment Bonds $1,715,282.00 Unearned Premium and Claim 
Other PublicBonds . . . .  2,165,135.00 Reserves. . . . . . $9,649,196.70 
Railroad Bondsand Stocks . .  3,119,595.00 ReservesforTaxes .. . . . 298,394.71 
Other Bonds and Stocks . . . 9,909,337.00 Other Reserves and Liabilities. 517,390.61 
20ks First Mortgage Loans. . . . 312,500.00 *Security Depreciation Reserve. 661,853.00 
can Cashonhandandin Banks .. ___1,730,823.36 SpecialReserve . . . . .  2,275,698.40 
rpse Premiums in Courseof Collection  2,017,157.56 Capital. . .  .$3,000,000.00 
, OF Interestaccrued . . .. . 100,567.54 Surplus. . . . 4,667,918.04 
ny AllOtherAssets . . . . . 54.00 7,667,918.04 
96 Tora. . . . . .  $21,070,451.46 Toran. . . . . .  $21,070,451.46 
posit 
and THE TRAVELERS FIRE INSURANCE COMPANY 
he Eighth Annual Statement 
g to ASSETS RESERVES AND ALL OTHER LIABILITIES 
firm United States Government Bonds $2,090,324.00 Unearned Premium and Claim 
pgan Other PublicBonds . . . .  1,246,570.00 Reserves. . . . .  . $10,078,455.09 
m of Railroad Bonds and Stocks . . = 2,755,528.00 ReservesforTaxes . . . . 256,770.09 
d ses Other Bondsand Stocks . . . 6,456,539.00 Other Reserves and Liabilities. 45,483.13 
a First Mortgage Loans. . . . 250,000.00 *Security Depreciation Reserve . 519,756.00 
ived Cashonhandandin Banks . .  1,756,259.49 SpecialReserve . . . . . ~ 1,181,435.05 
—_ Premiums in Courseof Collection —1,205,015.14 Capital. . .  .$2,000,000.00 
felt Interestaccrued . . . . . 129,835.06 Surplus. . .  . 1,828,605.22 
os AllOtherAssets . . . . . 20,433.89 3,828,605.22 
ided Tora. . . . . . §$15,910,504.58 Tora. . . . . . §$15,910,504.58 
; 8 * Basis of oaluation of securities is the National Convention of Insurance Commissioners valuations adjusted by security depreciation reserves. 
so MORAL: Insure in THE TRAVELERS 
ap MORE THAN FIFTY FORMS OF INSURANCE AVAILABLE 
7 LIFE + ACCIDENT - LIABILITY - AUTOMOBILE - HEALTH - STEAMBOILER - COMPENSATION - WINDSTORM 
red, GROUP - AIRCRAFT + FIRE + PLATEGLASS -+ BURGLARY + MACHINERY ~- INLAND MARINE 
state 
the 
In writing to advertisers please mention The Burroughs Clearing House 
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NO MATTER 


how your Loan and 


Discount Records are 
handled 


@ Whether you classify loans as toUnsecured 
Collateral and Real Estate, or as to Time 
and Demand, bothSecuredand Unsecured, 


e@ @ e or whether you don't; 


@ Whether you carry Direct and Indirect 
Liability separate, or on one record with 
Total Liability instantly available, 


e@ @ e or whether you carry it 
all in one figure; 


@ Whether you prefer the “one run” unit 
plan over the dual plan of handling Loans 
and Liability, 

@ @ e or whether you haven't 
thought much about it.. 


it really doesn’t matter! 


@ The McBee man who calls at your bank 
would like to talk over Loans and Discounts 
with you. Behind him are more than one 
hundred up-to-the-minute installations in 
American banking institutions. Surely no 
Loan Record problem escaped us...none 
was left unsolved. 


@ McBee can help improve your Loan and 
Discount Records. A phone call to your 
McBee office, or a letter, will bring the 
experience and methods of other bankers: 


M:Bee 


Binder Company 
General Offices @ Athens, Ohio 





OTHER FACTORIES IN SAN FRANCISCO, ST. LOUIS, NEW YORK AND MONTREAL 
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money was withdrawn by the prop- 
erly appointed guardian and applied 
toward the cost of his maintenance. 


* * * 


A very careful bank maintains aq 
small list of bonds in which its own 
funds may be invested. Some time ago 
it was decided to enlarge the list and 
the following method was adopted. 
First the ten leading underwriters in 
the country were asked to name the 
ten bonds handled by them in the 
past few years in which they had the 
greatest confidence. These hundred 
names were gone over by the bank and 
thirty-five names selected. Then an 
officer went East to the principal cities 
and carried with him a long list of 
questions on each of the issues. He 
consulted correspondent banks, with 
and without investment subsidiaries, 
savings banks, insurance companies, 
and security houses. In the end, 
sixteen names were added to the bank’s 
acceptable list. This institution shows 
no appreciable loss in its bond account 
at this time. 


* * * 


One of our clerks was asked by a 
customer what was the meaning of 
“Executive Vice-president.’ She said 
that it was one who executed all the 
other vice-presidents. 


* * * 


Runs start easily in these unsettled 
days. One occurred recently when a 
bank displayed in its window some 
typical budget figures for different in- 
comes, as an incentive to saving. At 
the noon hour there was quite a crowd 
collected to read the figures, and in 
many cases to copy them. Others 
stopped to inquire what the crowd was 
about and before anyone quite grasped 
what was happening, the savings 
department was filled with people 
withdrawing their money. However, 
the run stopped inside of a couple of 
hours. 


* * * 


A bidder on government contracts 
says that when he has figured out his 
normal price, he adds $1,000 for every 
line of small type in the proposed con- 
tract and over a period of years he has 
found that the “jokers” in government 
contracts cost him about that much. 


* * * 


We get into a battle every so often 
when a salesman demands a cashier's 
check in exchange for some check on 
our bank, payable to his company, 
which he has received from some 
merchant in town. We refuse on the 
grounds that he is not entitled to 
endorse the item, and that our cus- 
tomer has the right to a proper en- 
dorsement on the check. If he 
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produces a “To Whom It May Con- 
cern” letter authorizing him to endorse 
checks, we request him to leave it on 
file with us as evidence of his authority 
before we cash the check. If the check 
has already passed through and been 
returned “‘N.S.F.,’”> we point to the 
special endorsement and request them 
to pass it again through the bank to 
whom it is endorsed. Our obligation 
is to our customer, not to traveling 
salesmen or collectors. 


* * * 


A lady who opened a substantial 
account with us recently, was surprised 
to receive next day a letter greatly 
regretting that she had withdrawn her 
balance and asking if anything was 
amiss. The clerk had used the wrong 
form letter. 


* * * 


The “National Auditgram,” organ 
of the Bank Auditors and Comptrollers, 
tells of a case where a messenger 
carrying clearing house items down- 
town in an eastern city, fell asleep on 
the street car. He awakened sub- 
sequently with a jump at his transfer 
point and rushed out of the car, leaving 
his satchel of checks behind him. The 
checks were never recovered and the 
bank had a terrific time in tracing and 
duplicating checks. 


be charged off, and it was held that 
this loss was not collectible under the 
form of contract of insurance carried 
by the bank. 


* * * 


Honorable mention for the best 
advertising is awarded to American 
Bank and Trust Company of Rich- 
mond, Virginia. On an attractive 
folder they reproduce a bill issued by 
the Continental Congress in 1776 for 
$7. In addition to the _ historical 
interest of the curiously printed instru- 
ment there is a real application to 
present day conditions, for in a circle 
on the bill is the representation of a 
furious rainstorm descending from a 
black cloud, with the motto ‘‘Seren- 
abit” (“It will clear up’’). The bill 
calls for “Seven Spanish Milled Dol- 
lars or the value therefor in Gold or 
Silver.”’ 

x * * 


_ Where loans are made on collateral, 
it is a good idea to have as one of the 
duplicates a collateral receipt. The 
collateral is listed on the note and 
makes a carbon copy on the receipt. 
In this way it is impossible for there 
to be any discrepancy between the two. 


* * * 


_ They’re using wooden money in 
renino, Washington. 

Who remembers: ‘“‘Don’t take any 
lead nickels.” 


Some of the lost | 
checks were never traced and had to | 
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MATERIALLY REDUCED 


Sharp reductions in Railway 
Express Air Rates now offer 
exceptional opportunities to 
speed up the transportation of 
all goods having a high time 
value. Today the super-speed 
of the Air Service of Railway 
Express is available to you— 
at new, low rates. 


Study These Savings 
Based on a 5-Pound Package 


Between 
NEW YORK Old Rate New Rate 
—and 
Chicago $5.00 $2.20 
Los Angeles 13.00 6.80 
San Francisco 13.00 6.90 
Dallas 10.00 4.50 
Between 
CHICAGO Old Rate New Rate 
—and 
San Francisco $12.00 $5.10 
Kansas City 5.00 1.30 
Dallas 8.00 2.90 
Denver 12.00 3.00 
Minneapolis 5.00 1.25 
Great Falls 12.00 4.60 
Between 
CLEVELAND Old Rate New Rate 
—and 
New York $5.00 $1.30 
Chicago 5.00 1.25 
Los Angeles 13.00 5.80 


Here is the ideal service for ‘‘Rush’’ Shipments. 





Between 


SALT LAKE CITY Old Rate New Rate 
—and 
Great Falls $ 8.00 $1.50 
Helena 8.00 1.30 
New York 13.00 5.20 
Between 
BUTTE Old Rate New Rate 
—and 
Los Angeles $10.00 $3.10 
San Francisco 10.00 3.20 
New York 13.00 6.10 
Between 
MINNEAPOLIS— 
ST. PAUL Old Rate New Rate 
—and 
New York $10.00 $3.40 
Los Angeles 13.00 6.00 
Between 
DALLAS Old Rate New Rate 
—and 
Milwaukee $10.00 $3.10 
Cleveland 10.00 3.80 
KansasCity,Mo. 8.00 1.60 


Coast-to-coast Railway Ex- 
press Air Service, with connect- 
ing air express lines, offers the 
most rapid form of transporta- 
tion known. All Railway Ex- 
press Air Rates include Special 
Delivery. This transportation 
service embodies every detail 
of the efficiency and reliability 
which characterize regular ex- 
press operation. 


Our nearest office 


will be glad to give you full information. 


RAILWAY EXPRESS AGENCY, 


INC. 
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Trustworthy 
TRUST RECORDS 
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Weed 


N YOUR hands as the executor of an 
estate is placed full responsibility for 
its maintenance and growth. Accu- 

rate, trustworthy records are essential 

in building the reputation of your Trust 

Department. 
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The record forms shown are unusual in 
their completeness. They are easy to 


(7H HOOnr=zé=é=$#*””:CO™COC*C*C/EELEZZZ%xL” 
MMMM lll 


\N understand and to use. If you will 
: check on the list the particular records 
\ \ you require we will gladly send samples 
‘ . without cost or obligation. 
\ N Trust Officers, Cashiers, Burroughs 
\V\N\ i 
salesmen will find these 


UA 






sample forms interesting and 
helpful, and they are avail- 
able through your leading 
stationers, the Wilson-Jones 
Representatives in your city. 
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WILSON-JONES COMPANY 


KANSAS CITY CHICAGO NEW YORK 


Trust Dept. Blotter 
Journal Sheets 

Trust Principal Statement 
Trust Income Statement 


LEDGERS 
Insurance 
Corpus Account 
Income 
General Ledger 

income Cash 

Principal Cash 

Sundry Cash 

Stock 

Land Contract 

Bond 

Mortgages 

Real Estate 
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Please send samples of the Trust Department 
record forms checked at the left. 
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THE BURROUGHS 


Those Troublesome 
Dormant Accounts 


By A. L. White 


ANKING may be based on hard 
facts and mathematics, but out 
of some of the operations in banking 
arise many romantic tales, which per- 
sist in the minds of the public. One 
of the most prolific sources for the 
creation of an atmosphere of romance 
in banking is the publication each year 
in the New York newspapers of column 
upon column of lists of unclaimed de- 
posits lying in the banks of the state. 
The publication of these lists of un- 
claimed deposits, giving the dates of 
deposit, the dates of the first publica- 
tion of the accounts, and the last 
known addresses of thousands of people 
who have put their savings into the 
banks and apparently forgotten the 
existence of the funds, is done in 
accordance with the banking laws of 
the state. The law requires that every 
year before September 10, each bank 
under the state’s jurisdiction must sub- 
mit in full the list of its accounts on 
which no new information has been 
received during the past five years; 
savings banks must publish a list of 
accounts of over $10 on which there 
has been neither a deposit nor a with- 
drawal nor a presentation of the pass 
book for twenty years, and state banks 
and trust companies must publish 
deposits of not less than $50 which 
have been unclaimed for a period ot at 
least five years. These lists must be 
published in one local newspaper at 
the expense of the bank. Some banks 
list only a few names, while others 
have many hundreds. 


T is stated that over $2,000,000 lie 

in banks throughout New York state 
awaiting claimants. This amount, of 
course, is not very great in comparison 
to the tremendous volume of deposits 
in the New York banks. The money 
stands in the names of individuals, 
corporations, associations and clubs, 
many of which, no doubt, are now out 
of existence. The sums range from 
very small amounts to hundreds of 
dollars. 

The publication of these lists has 
given rise to many romantic tales. 
The Seamen’s Bank for Savings has 
always been a fertile field for these 
stories, as any deposit lying idle in that 
bank for many years naturally suggests 
sailors lost at sea. It seems too bad to 
remove the glamour from these tales 
by prosaic facts, but the truth of the 
matter is that nowadays through 
various associations and_ through 
government agencies, very few sailors 
are utterly lost track of, and if they are 
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lost at sea, by some means their rela- 
tives and heirs can be located. In 
reality, the amount of unclaimed 
accounts in the Seamen’s Bank is said 
to be only a little over $200,000, as 
against more than $115,000,000 in de- 
posits in the bank, or less than one- 
fourth of 1 per cent. 

It is an interesting speculation to 
figure out just how so many people 
happen to leave even small amounts 
of money lying untouched for years. 
No doubt, some, when closing an 
account, make a mistake in the foot- 
ings. Others, apparently, simply for- 
get, as in the case of a man in Albany 
whose name appeared upon one of the 
lists of unclaimed deposits. Several 
years ago, this man placed an amount 
in one of the savings banks when his 
first child was born, probably as a nest 
egg for a fund for the child for use 
when he would be ready for college. 
The man later entirely forgot the 
account. When his attention was 
called to it, he went to the bank and 
received a substantial sum, as there 
was interest in addition to the original 
deposit. 


OME accounts are dormant because 

of death. Often, it is said, someone 
starts an account unknown to the rest 
of the family. This practice is most 
common among women who wish to 
lay aside something for a rainy day 
without the knowledge of possibly a 
spendthrift husband. Then the de- 
positor dies, the pass book is not found; 
consequently the account remains 
dormant. 

This, too, is a fascinating subject 
for fiction stories, how some heir after 
many years of penury discovers a pass 
book showing deposits amassed a little 
at a time, which have greatly accrued 
through interest so that the whole 
amounts to a goodly sum. The num- 
ber of such occurrences probably also 
are greatly exaggerated by romantic- 
minded writers. 

Other depositors have been organiza- 
tions, which have placed their funds 
in some trust company. ‘Then these 
organizations have gone out of exis- 
tence, leaving their funds unclaimed. 

The reason that the banks some- 
times lose track of depositors is that 
In many cases a depositor may give 
an address such as a hotel where he is 
Staying for only a short time. In one 
of the banks on Long Island near 
Camp Mills and Mitchell Field are 
many unclaimed accounts which evi- 
dently were opened by soldiers during 
the war. 

Whoever the claimants may be and 
Whatever their reason for leaving the 
accounts untouched, it seems to be 
generally conceded that forgotten 
accounts are linked definitely with pros- 
perity. Most people do not forget even 
the smallest amount when they are 
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Main office in 
SAN DIEGO 
Population 
F47,3°93 5 


One of the 410 offices through 
which this banking organization renders statewide corre- 
spondent service. —-— Head offices are in the two Federal 
Reserve cities in California: Los Angeles and San Francisco 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 
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THE LEGIBLE SAFETY PAPER 





ASILY acknowledged the most leg- 
ible safety bond for the imprinting 

of bank checks. Its plain, no-pattern 
surface is also a distinctive quality 
found in no other Safety Check Paper. 
This extreme legibility has not been 
forced at the expense of inherent pro- 
tective features. The chemical nature 
of the paper pulp combined with the 
delicately colored surface tints are most 


efficient safeguards against fraudulent 








alteration. Still the surface is plain. 
Specify Gilbert Safety Bond, the 
“double bar” check paper, for legibility. 


Gilbert Paper Company, Menasha, Wis. 


In writing to advertisers please mention The Burroughs Clearing House 
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hard up. It is asserted by bankers that 
very few pass books are permanently 
lost, and the suggestion is made that 4 
large percentage of owners of un. 
claimed accounts are newcomers to 
this country, who gradually rise to 
better circumstances, and in their 
greater prosperity overlook some small 
sum which had been deposited in their 
less affluent days. Or possibly a whole 
family may migrate to some inland 
city, where work is offered, and in the 
confusion and rush of moving, may 
have neglected to draw out a small 
deposit. 

A few years ago some of the banks, 
themselves, were to blame for small 
accounts remaining in their care. 
Often when a savings depositor was 
withdrawing money, the bank re- 
quested him to leave a dollar or two 
in the bank in order to keep the ac- 
count open. The result is that many 
of these little accounts now clutter up 
the banks. In these days New York 
banks discourage this practice, and 
request depositors whose accounts are 
low to take out the full amount when 
making a withdrawal, with the warning 
that small accounts are easily for- 
gotten. 


ERY odd stories sometimes get 
abroad as to what the banks do with 
this accumulation of small sums from 
unclaimed accounts. One savings 
bank in New York City has been 
accused —by some people who are not 
in possession of the facts and laws 
governing banks—of using the un- 
claimed amounts to build a handsome 
new building. The fact of the matter is 
that the banks cannot do anything 
with these sums and find the un- 
claimed accounts a very great nuisance. 
The various states have different 
laws in regard to these accounts, but 
in New York the banks have to hold 
these sums in perpetuity, or until the 
owner or some heir comes forward to 
claim it. For twenty years a savings 
account lies at interest; when that 
length of time has elapsed, if the ac- 
count is still unclaimed, the interest 
ceases. But at 4 per cent interest, 
compounded annually, an account has 
more than doubled in twenty years. 
At almost every session of the legis- 
lature some sort of bill is introduced 
providing for some application of these 
funds or for their reversion to the state 
to be used for some specific purpose or 
cause. But nothing has ever been 
done along this line, because many 
legislators feel, as one banker points 
out, that such a procedure would be 
unfair, inasmuch as the funds right- 
fully belong to the depositors or their 
heirs forever. 
So the accounts have to remain I 
the banks either to clutter up the 
general bookkeeping or, as in some 
banks, to be transferred to separate 
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books, with a special department to 
watch over them. 

The only way to get rid of the nui- 
sance, apparently, is for the banks, 
themselves, to take steps to hold down 
the number of such accounts. This 
course most of the banks in New York 
are trying to follow. Some of the 
larger banks have departments the 
sole duty of which is to track down the 
holders of these accounts. The clerks 
in these departments pore over old 
directories and deeds and other rec- 
ords in attempts to find the claimants. 
Nor do they always wait until the 
account has run the course of time 
allotted by law before trying to run 
down the owner. When information 
regarding an account fails to be re- 
ceived over a certain period, represent- 
atives of the bank are sent to the last 
given address, and if the person in 
question has moved and left no for- 
warding address, inquiries are made of 
the tradespeople in the vicinity or of 
the neighbors, and many times the 
owner of the account is located. 

One large savings bank has these 
accounts handled by its lawyer, working 
in conjunction with a department of 
the bank. 

The trouble is greater in some of the 
longer established savings banks, as the 
newer banks and branches are care- 
fully scanning their accounts in order 
to avoid the possibility of an accumu- 
lation of dormant accounts. 

All of this activity on the part of the 
banks is removing an_ interesting 
source of romance which intrigues the 
minds of the general public, but it is 
also obliterating a cause of annoyance 
and expense for the banks. 


How Raise the Price 
Level ? 


(Continued from page 18) 


United States to redeem all of its 
paper money in gold on demand and 
might, therefore, start a run on the 
nation’s gold reserves. Should this 
occur, it might be necessary either to 
cease redeeming greenbacks in gold or 
else to change the weight of the gold 
dollar. Similarly, a rapid expansion 
in the volume of Federal Reserve notes 
or indebtedness might well cause 
heavy withdrawals of gold from the 
Federal Reserve vaults, and hence 
lower the gold reserves to a point 
beneath the limits required by law. 
he only sure way of guarding against 
arun of this kind would be to authorize 
the proper official to vary to the extent 
necessary the weight of gold in the 
gold dollar, or, in other words, to 
change the mint price of gold per 
ounce. 

To those who view the matter 
scientifically rather than emotionally, 
there seems to be no reason for not 
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SAVINGS ACCOUNTS 


Can Be Adequately Protected 













Where SSE: 


They 


Are 
Used 


The First Electrically 
Operated Safe 


Safe shown closed, 
V4 - V2 - ¥% open, 
and wide open 


(The illustrations opposite show how the safe operates) 





HE Electric Rekordesk Safe, in one 
unit, brings the convenience of a desk 
and the certified two-hour fire protection 
of a safe to valuable savings account cards. 
Protection need no longer be sacrificed for 























convenience. ® This new safe saves one- 

a = = half the floor space required for using 

iq ‘ ie unprotected files in the daytime and trans- 

oe ae porting the cards to distant safes or vaults 

| AT for night fire protection. It affords 24-hour 

| . fire-protection—day and night. @ Its 

= ee action is entirely automatic one 

Ee button opens and another closes it. In 

a A case of a daytime fire it is only necessary to 
f =I push the closing button and run 

| BF the door will automatically close and lock. 

— This beautifully proportioned, attractive 














unit of office equipment is the modern 
method of taking fire protection to savings 
accounts where they are used. Ask for 
descriptive literature. 


DIEBOLD 


SAFE & LOCK COMPANY 
CANTON ° . ° » OHIO 























Over Seventy Years of Protection Service 
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FEDERAL RESERVE BANK 


Cleveland 


IRVING TRUST COMPANY 
New York 
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BAN hs LIKE THESE 
} Gritall 
i YORK 
ja“ | VAULTS 


Your bank, too, can enjoy the 























same skill and experience in 
vault manufacture and construc- 
tion that have made the name of 
YORK preeminent throughout 


the world. We will gladly confer 





with you regarding the size and 











type of vault your bank requires. 





FIRST UNION TRUST & SAVINGS 


ANK Chicago 


YORK SAFE AND LOCk CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS 





CHASE NATIONAL BANK 
New York 
















AND BUILDERS OF THE WORLD'S GREATEST VAULTS 





NEW YORK ST. LOUIS 











CLEVELAND HONOLULU 
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NO PASTING TO DO ON 
The “All Automatic’’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Patented 


STRAYER COIN BAG CO. 
New Brighton, Pa. 
Branch Offices: 


30 Church St., 55 N. Park St., 
New York City Portland, Oregon 


California Distributor: 
Banco Corporation, Ltd., San Francisco 
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changing the price of gold as often as 
necessary. After all, the existing fixed 
mint price of $18.60 per ounce of gold 
is nothing but an accident. It is merely 
the market price which happened to 
prevail at the date when the present 
standard was adopted. The main. 
tenance of this fixed price for this single 
commodity forces artificial fluctu- 
ations into the respective values of all 
bonds, mortgages, bank deposits, life 
insurance policies, and other evidences 
of indebtedness; in fact it often un- 
settles our entire economic structure, 
It seems clear, therefore, that, from 
the standpoint of national welfare, it 
would be far better to allow the value 
of gold, like the value of platinum or 
diamonds, to vary with changes in the 
cost of producing it, if by so doing we 
could assure ourselves that, in the 
future, the values of bonds, life insur- 
ance policies, bank deposits, and the 
like, when expressed in their respective 
commands over commodities, would 
be the same at their dates of maturity 
as at their dates of issue. If the price 
of gold were not, as at present, 
arbitrarily fixed, we could also avoid 
such painful experiences as the forcing 
down of wages and salaries —a process 
which has recently been going on 
throughout the United States. 

If the general price average were 
again lifted to its 1926 level, it is 
obvious that a large part of the frozen 
assets now in the possession of banks 
and insurance companies would in- 
mediately be rendered liquid and 
valuable. Thousands of concerns now 
on the verge of bankruptcy would be 
restored to complete solvency. Prices 
of farm products would rise and farm 
mortgages could be paid off. Factories 
could make profits, wheels would begin 
to turn, and men would be set to work. 
Traffic would start moving and rail- 
road earnings would increase. In fact 
there is every reason to believe that 
we would soon find ourselves on the 
highroad to prosperity. The _ issue 
which now faces us is this: Is it better 
to continue to endure the evils which 
now afflict us; is it better to persist in 
a long and painful period of adjustment 
to a lower price level, a level which after 
all is likely to be highly transitory, 
than it is to have the Federal Reserve 
Board adopt a policy of stabilization, 
a policy which might entail changing 
the price of gold? One thing is cer- 
tain. The decision which Congress 
makes in this matter will affect vitally 
the interests of almost every American. 


“Yes, we are in need of 
Where were you employed 


Proprietor: 
a porter. 
last?” 
Applicant: “In a bank, sir.” 
“Did you clean it out?” 
**No, sir, the cashier did that.” 
— Royal Bank Magazine. 
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, 
a They're Funny That Way 
xe ale ‘ : 
sold HEY were moving two banks into 
rely a third. The safe deposit boxes 
i were brought over in a well-guarded 
sent procession and set in place from mid- 
ain. night on Saturday till noon of what 
ngle used to be the day of rest before bank- 
tu. ing became a day-and-night affair. 
f all Lloyd Mentzer and I stood watching 
life them set a tier of steel safes in place. 
Aces The hour was 1 a. m. Mentzer is a 
un. teller at Akron’s biggest bank. 
ure. “I suppose some of the folks using 
rom those old boxes will want to change 
> it now to the new ones,” I hazarded. 
alue “Not always,” answered Lloyd. 
on “Sometimes they refuse to change. 
the We've had cases where we tried to get ‘ 
swe rid of old boxes and use new ones and | h V { h 
‘the we'd write each box-holder to come in eC O1CCe O C e 
sur- and make the ‘transfer. Some would . 
the refuse. They tell us they used that N p kk 
tive same rusty little box when they were ation SPpcaks on 
»0or and struggling and now they’re | : , ‘ . . 
= taille sanertene ng ; | It is reassuring to investors in sums for construction, keeping 
rice The idea of bank depositors being so | American Telephone and Tele- the plant at maximum efficiency, 
sent, sentimental amused me. But Mentzer | graph stock that through recent adequate for new business. 
id had further proof . 
Vol . ws ; , ry cl ik 
on “The same thing goes for pass | troubled times the telephone Forward-looking policies like 
wie books,” he said. ‘‘Some depositors | system has kept more than 98% this are linked in the Bell System 
on ad pass book that 1S dog-eared and | of the total number of its sub- with a healthy conservatism in 
shabby, it’s so old. We try to switch | scribers at the height of the boom. administration. 
were | them to a new book but they grow | : , 
t is indignant at the suggestion. Yes, sir, | The telephone has established One result is that American 
enn some folks are sentimental, and you’ve | itself as a necessity of business Telephone and Telegraph Com- 
anks just got to give them their way. | and social life. pany stock has paid dividends 
im- ie ; ‘ 
pe “Like Nobody’s Business” Recognizing this fact, the Bell regularly through more than half 
ose ee System is going ahead with its a century. 
athe Company of Quincy, hemiimatin | program of aenoens improvement. ing as yaa copy vor 
ion started a monthly house organ which | Every working day it spends large booklet, “Some Financtal Facts’’ ? 
me has been issued to the public regularly | 
were since then. In the initial issue and | BELL TELEPHONE 
ah ever since, this four-page paper has 
inted a simple statement that this 
“ail prin p : 
pat bank regards every transaction as SECURITIES CO, Ine 
‘that strictly nobody’s business but the 195 Broadway, New York City 
* depositor’s. 
tice As the years have rolled by, the 
be phrasing of this statement has become 
shich notable. So much so that now all 
st in meetings of the “Associates” of this 
snl bank stand and repeat this pledge: 
after “All business with a bank is sup- 
et posed to be confidential. 
“All business with the Granite IS.” A 
serve . 
ian As a further urge toward encour- THE LAST WORD IN CCOUNT ANALYSIS 
<a aging privacy, th ‘ials i c 
nging “ating ssaiee Ay ee WE CARRY IN STOCK THE MOST MODERN AND COMPLETE RECORDS 
; cer- e : died FOR ACCOUNT ANALYSIS AND MEASURED SERVICE SYSTEMS. 
eto time with mottos such as the following: 
gress Don’t talk A COMPLETE SET OF THESE FORMS, SHOWING THEIR APPLICATION, 
itally uals ten wiaiiane ; WILL BE FURNISHED AT NO COST. 
oes. ae on’ ha curious about our cus- 
lers’ affairs. 
Don’t be curious about your asso- CADW ALLADER & JOHNSON 
ial bag ee: | BANK SPECIALISTS 
rae a 844 RUSH STREET CHICAGO 
loye “se mind your own business. 
}o smile and be friendly. PLEASE SEND ME A set or 2 ACCOUNT ANALYSIS} -orMS FOR MY FILE. 
Experience shows that customers | ahetieateiaitened SERVICE! 
respond to this assurance that their | NAME... ann enoe enone eecneecn nen eeeec eee tcnerenerenteancnnenneenneeseceneenncenecanscoscueenescnecnnesanscaanenanentenneenan 
a dealings with this bank will be kept | FS EEE EE TRE NE PT RETR 
azine. Strictly under the hat. —F. B. B. | 
In writing to advertisers please mention The Burroughs Clearing House 
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STOP 


HOLD-UPS 





FEDERAL BANDIT 
ALARM SIREN ..... 


With the increase of bank bandit hold- 
ups, a Federal Bandit ALARM SIREN 
is an important piece of protective 
equipment. Its loud screech can be 
heard a half mile away, and its tone is 
a call for immediate help. 

Three concealed methods of operation, 
from any number of locations, are avail- 
able. Priced right. Ask for our bulletin 
No. 39 for illustration and description. 


Federal Electric Co. 
8708 South State Street 
Chicago, [Illinois 
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NIGHT DEPOSITORY 
THE BANK VAULT INSPECTION CoO. 
Ney a out tom arncer oO) 


B.C.H. 4-32 











The Padua ‘‘Protection’’ Sign 
Is a Warning to the Bandit 


O bandit will take a chance in a bank 
AN where any one of several persons can 
raise his foot slightly and quietly call the 
police. Let us explain how the Padua 
Foot Unit will fit in with your system. 


2 SG 


Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
91 Seneca Street Cohoes, N. Y. 

















NEXT MONTH : 
@, An impartial discussion of the 
controversial features of the Glass 
Banking Bill by Arthur Crawford. 








| State, 
| eligible for rediscount. 





The group loan provision of the 
Glass-Steagall bill was lifted from the 
Glass general banking bill with some 
modifications in the direction of greater 
liberality. The three provisions of 
the new act represent a liberalization 
of the law far beyond what Senator 
Glass had been willing to incorporate 
in his general bill. The question of 
the broadening of eligibility provisions 
of the Federal Reserve Act was not 
entirely disposed of in the Glass- 
Steagall Act, as a separate bill making 
debentures of intermediate credit banks 
eligible for rediscount in Federal 
Reserve banks has been offered with 
the support of officials of the farm 
loan system and agricultural organiza- 
tions. There are other groups which 
would like to make short maturity 
county and municipal bonds 
The National 
Association of Finance Companies has 
been urging that the notes of banks 


| and of finance and credit companies, 





the proceeds of which are used for 
financing the sale of goods on the time 
payment plan, be made eligible for 
rediscount. Under existing law, paper 
eligible for rediscount is limited to 
“notes, drafts or bills of exchange 
arising out of actual commercial trans- 
actions; that is, notes, drafts or bills of 
exchange issued or drawn for agricul- 
tural, industrial or commercial pur- 
poses, or the proceeds of which have 
been used for such purposes.” 


HILE the Glass-Steagall bill was 
before Congress, the Glass general 
banking bill was undergoing revision 
at the hands of experts of the Senate 
banking and currency subcommittee in 
collaboration with officials of the 
Treasury and Federal Reserve System. 
If the administration could have had 
its preference, it would have added to 
the Glass-Steagall bill a provision to 
facilitate the liquidation of closed 
banks. To secure harmonious action 
on the Glass-Steagall bill, it was found 
desirable to decide that the liquidation 
of closed banks should be dealt with 
in the Glass general banking bill, thus 
helping to insure final disposition at 
this session of the whole subject of 
revision of banking laws. The task 


| of revising the Glass bill has included 


the effecting of a compromise between 
the plan for a_ federal liquidation 
corporation to purchase the assets 
of closed banks as provided therein 


| and the plan for creation of a de- 


positors’ relief corporation to make 
loans to receivers of closed banks to 


| hasten a partial payment to depositors 


| 
| 
| 


as provided in the administration- 

sponsored Thomas-Beedy bill. 
Criticism arose upon the Glass bill 

as originally drafted by the Senate 
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The Glass-Steagall Act at Work 


(Continued from page 15) 


banking and currency subcommittee 
on the ground that it is deflationary 
in character, that it would force a 
contraction of credit at a time when 
an expansion is needed, that it would 
set up a needless and unnecessarily 
burdensome control over speculative 
credit, that it would force a liquidation 
of loans on securities now held by 
member banks and that proposed new 
requirements for capital funds and 
reserves were too severe. 

The Glass bill makes changes in the 
administrative framework of the Fed- 
eral Reserve System which tend to 
center greater authority in the Federal 
Reserve Board at Washington. Open 
market operations and relations of the 
Federal Reserve banks with foreign 
banks are surrounded with more 
restrictions. The Secretary of the 
Treasury is removed from ex-officio 
membership on the Federal Reserve 
Board with a view to keeping it aloof 
from governmental influence. 


ROPOSALS designed to prevent an- 

other speculative orgy such as that 
of 1928 and 1929 form one of its most 
highly controversial features. The bill 
contains a mandate to the Federal 
Reserve Board and to the Federal 
Reserve banks to restrain the use of 
funds of the system for speculative 
purposes. It penalizes member banks 
which make collateral loans while 
borrowing from Federal Reserve banks 


and sets up numerous restrictions 
over the use of commercial bank 
credit and Federal Reserve Bank 


credit for investment and speculation. 
Investment affiliates of banks are 
brought under government  super- 
vision, restrictions are imposed on 
transactions between parent banks 
and affiliates and provision is made for 
separation within two years. 

Troublesome problems surrounding 
branch, group and chain banking are 
dealt with. State-wide branch banking 
by national banks with capital of 
$1,000,000 or more would be _ per- 
mitted in such states as allow institu- 
tions incorporated under their own 
laws to maintain branches. Holding 
companies of group banks are brought 
under control through supervision by 
the comptroller of the currency. Banks 
associated with either groups or chains 
are prohibited from voting for directors 
of Federal Reserve banks. 

As a means of insuring greater safety 
it’ is provided that national banks 
shall maintain capital funds, including 
capital stock, surplus and undivided 
profits, equal to atleast 15 percent of the 
average deposit liabilities. There are 
new restrictions as to real estate loans 
and interest payments on deposits. 
Increased reserves are proposed under 
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CLEARING HOUSE 


a scheme at variance with a method 
recently suggested by a special com- 
mittee of the Federal Reserve System. 

In almost every section of the Glass 
pill there is trouble lurking as has been 
demonstrated by the avalanche of 
protests which has poured in upon 
members of Congress. 


In the Savings Super- 
Service 


(Continued from page 24) 


one of them, the other has funds 
enough to carry on. 

“Of course, there are occasions when 
a joint savings account is abused. 

“We've had cases, for instance, 
where a wife and husband have a 
quarrel and the wife dashes in here 
with the bank book and cleans out the 
account. Then soon after, the husband 
comes in and says he’s lost his bank 
book and won’t we please issue him 
another, as he wants to put his money 
where it will be safe from his wife. We 
phone up to the bookkeeper and find 
the account was all closed out just an 
hour or two before. 

“Such situations are pathetic, of 
course, as is any family squabble. The 


‘injured member has no redress, pro- 


vided the bank book was properly 
presented and the money signed for. 
Sometimes that situation arises where 
a spinster gets married, perhaps to a 
worthless individual. Her savings 
mean nothing to him because he had 
no hand in building up that account. 
So he cleans her out of money and 
disappears. The same thing arises 
where an older man marries a flapper, 
and as soon as she gets her name on his 
bank account, she elopes with his 
money. 

“Yet such cases, though they do 
happen, are rare. I should say that 
only one joint account in 5,000 comes 
to a bad end. In the other 4,999 cases 
the survivor, either wife or husband, 
benefits by the mate’s foresight in 
putting the savings account in such 
shape that it is there when needed and 
comes to her or him with no delay and 
without the slightest expense for legal 
advice or aid. 

“Joint savings accounts seem to me 
to be an unexplored form of savings 
bank service. Every home ought to 
carry such an account and ought to 
take pride in having that account 
equal a year’s earnings, at least. If 
We as savings bank employees can 
help our folks to learn to save, and 
show them the freedom from worry 
that a joint savings account represents, 
we'll have rendered a real service to our 
depositors.” 

And that, my friends, is what the 
good people in the savings banks are 
doing. They’re not permitted to 
Operate as a charitable institution, for 
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CALL 
N, BOY! 
* 


When your bag is picked up by the 
alert, trim-uniformed Statler bellboy, 
you’re in the hands of a carefully- 
selected, well-trained young man. 

The next time you stop at a Statler 
hotel, watch your bellboy* in action. 
Observe his personal interest — his an- 
ticipation of your wants. If you are 
expecting mail, he escorts you to the 
proper clerk. If you have trunk checks, 
he takes you to the porter. For he has 
been ¢aught that such thoughtful pro- 
cedure will save time for you. 

His duties are many and varied. When 
he takes you to your room, he hangs up 
your overcoat — asks if he can care for 
your laundry — offers to open the win- 
dow or regulate the heat. He switches 
on the bathroom light, runs a practiced 
eye over the supply of soap and towels, 
demonstrates the radio loudspeaker. 
And before leaving, he inquires if there’s 
anything more he can do for you. 

And there is. You need 
cigarettes or magazines; you want to 
send a telegram or you have some im- 
portant errands to be run. So you turn 
to him for first aid. And you find him 
quick, eager to please, always polite... 
and never tip-greedy. 

We’re proud of our bellboys. Many of 
them have been with us for years. And 
we owe to their cheerfulness and willing- 
ness to please a good share of our reputa- 
tion for service. 


usually 


*73% of Statler stockholders are em- 
ployees. 
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their first obligation is to be business- 
like and safe; and yet they are giving 
sympathy and financial advice to such 
needy ones as come to them for counsel. 
They are not allowed to take a widow’s 
meager estate and keep it safe and 
flexible for her, for they must be sav- 
ings banks —and be content with that. 

But their kindly intentions: go be- 
yond the need of helping Jobless Jones 
and his fellows scrape through the 
present crisis without losing their 
property or letting taxes pile up in 
arrears. The savings banks —take it 
from Miss Curley—are hopeful of 
being able to bring a few careworn and 
shipwrecked individuals into a safer 
plane of living. If they can show an 
occasional family that it is possible to 
anticipate hard times and sidetrack 
money trouble, either in life or death, 
that will be a real source of pride to 
them. 

For there are many Miss Curleys in 
the savings bank world. They’re an 
unselfish lot of men and women. They 
take pride in being helpful. They ache 
to do a real service to the humble, 
questioning people who come under 
their care. 

I honor them for their good inten- 
tions. They are doing something the 
world needs to have done. Something 
that no one else has time, or the in- 
clination, to bother with doing. 














“They Don’t Speak Cur 
Language” 
(Continued from page 9) 
seriously doubt whether they will 
change during the lifetime of any of 
today’s bankers. We must hold to 
these principles today more firmly 
than ever, for in such times as these, 
aberrations are punished more surely, 
more quickly, and more drastically 
than ever. There is no need of 
emphasizing this to the men whose 
banks are today in solid condition. 
They know banking, or their institu- 
tions would never have remained in 
this condition during these stormy 
months. 
Let me reiterate that there is no 
cure-all for the widespread lack of 


public confidence in the banking 
structure of this country. But we 


can, and must, make sure first that we 
are doing everything to deserve public 
confidence. After satisfying this funda- 
mental requirement, we must con- 
sciously do what we can to stimulate 
the development of public belief in our 
institutions and in banking as a whole. 

When we succeed in making the 
functions of banking more generally 
and better understood, the world will 
be a better place in which to live, not 
only for bankers but also for all the 
people dependent for their material 
happiness on the smooth functioning 
of this economic world. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
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